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Pustic Uritities FortNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of laws; for 
equitable and nondiscriminatory taxation; 
and, in general for the perpetuc ution of the 
free ¢ terprise system. It is an open forum 
for the free expression of opinion concern- 
ing public utility regulation and _ allied 
topics. It is supported by subscription and 
adver!:sing revenue; it is not the mouth- 
piece of any group or faction; it is not 
under the editorial supervision of, nor does 
it be: the endorsement of, any organiza- 
tion association. The editors do not 
assun responsibility for the opinions ex- 
press | by its contributors. 
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R. Roy Dunn, Potomac president; S. T. Mackenzie, B&W v.p.; G. Bisset, Potomac senior v.p.; L. W. Cadwallader, Potomac engre. Vp. 


Potomac chooses BaW Universal Pressure boilers. 


Potomac Electric Powe 
PHILO. Ohio Power Company . PARADISE. Tennessee Valley Authority serves 1% million peo) 
BREED. Indiana & Michigan Electric Co. . PARADISE. Tennessee Valley Authority : . ; 
. PHILIP SPORN. Appalachian Power Co. - GOI. Tokyo Electric Power Co. metropolitan Washingto : 
Ohio Power Co. . HIMEJI. Kansai Electric Power Co. Potomac’s new 670,0 
HUNTINGTON BEACH. So. Calif. Ed. Co. . HUDSON. Public Service Electric & Gas Co. Chalk Point station to 
. HUNTINGTON BEACH. So. Calif. Ed. Co. . TANNERS CREEK. Indiana & Michigan Prince George’s County, | 
. CHARLES P. CRANE. Balt. Gas & Elec. Co. Electric Co. ill i the capa 
. COLBERT. Tennessee Valley Authority . CHALK POINT. Potomac Electric Power Co. will increase the capé 
. SEWAREN. Pub. Serv. Elec. & Gas Co. . CHALK POINT. Potomac Electric Power Co. system by 417%. 

Two Babcock & Wilco» Unive 


Orders for B&W Universal boilers now total 16 units or 6,450,000 kw. 











rd«rs now total 6,450,000 kw. 


oilers will generate steam 
,one of the highest operat- 


s\ ires in the country. 


gh Potomac’s Dickerson 
as rated by the Federal 
ommission as the most 
1 the nation in 1959, the 


a i Point plant will be even 


more eco 


»mical to operate. Accord- 


ing to L. W. Cadwallader, Potomac’s 
vice president of engineering, the 
gain in efficiency resulting from the 
two units at Chalk Point means 
savings in the order of 250,000 tons 
of coal annually. 

Developed by B&W, the Universal 
Pressure boiler makes such savings 
possible. Operating at higher, more 


efficient temperatures and pressures 
and at double reheat, the Universal 
Pressure boiler is a major tool to 
help the electric utility industry 
reduce the cost of generating elec- 
tricity. The Babcock & Wilcox Co., 
Boiler Division, Barberton, Ohio. 


Babcock & Wilcox 





with the Colors 


_ is well to withdraw from the trees of: 
regulation, now and then, and look 
at the forest. This means reviewing basic 
objectives in the light of changing eco- 
nomic and other conditions. It is so easy 
for our institutions and procedures to 
drift off course gradually without the 
people most affected realizing that the 
very premises on which certain rules and 
procedures and concepts were based on 
longer have any validity. 


WE see a good example of that in what 
the newspaper editors are constantly re- 
ferring to as the “plight of the railroads.” 
Regulation has lost much of its meaning 
and certainly a good deal of its discipline, 
as far as railroad operations are con- 
cerned, for the very reason that the rail- 
roads have lost their monopolistic posi- 
tion. It was this position that brought 
about railroad regulation in the first place. 
During the last quarter of the nineteenth 
century, before the advent of the auto- 
mobile and the hard highway, the rail- 
roads enjoyed a real monopoly in trans- 
portation—for both cargo and passenger 
service. Regulation came almost as a 
corollary to this economic condition 
which the economists call natural 
monopoly. 


But today we see this loss of monop- 


ROY J. SAMPSON 


CECIL E. MUNN 


olistic advantage spreading to the othe: 
fields of transportation. Urban transit al 
ready has “had it.” It is a generally ac 
knowledged fact that it is awaiting gov- 
ernment operation by default in some 
metropolitan areas where its very sur 
vival is otherwise threatened. Buses and 
trucks are likewise being subjected to 
competition from the ubiquitous private 
automobile and contract carriers or pri- 
vate trucking to the point where compe- 
tition is the real regulatory factor. 


ew the airlines, with their inherent 

fluidity of route changes, have becom 
ensnarled in such a competitive race for 
the more profitable long-haul business be 
tween hand-picked terminals that none of 
them are making the full allowable rate 
of return which the Civil Aeronautics 
Board has said is permissible. Hence, 
competition has moved in as the real! 
regulator of both air-line and railroad 
earnings. The only remaining remedy, t: 
stabilize the financial condition of both 
industries, seems to lie in consolidation 
and combination into larger and more ef- 
ficient operating systems. In consequence 
we have this constant drive towards merg 
ers, which, in turn, trigger off merger 
attempts on the part of those carriers noi 
already merged, or merged big enough. 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
Opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


al Funds over $155,000,000 
GeorGE A. Murpuy, Chairman of the Board 


One Wall Street, New York 15, N.Y. Total Assets over $1.750.000.000 


WituiaM E, PETERSEN, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





PAGES WITH THE 


te electric, and telephone utilities still 

retain the greater part of their area 
monopolistic position. So, for them, regu- 
lation continues along more conventional 
lines. But how long this will continue is 
at least open to some doubt. Gas and 
electric companies speak more and more 
of competition with each other for space 
heating and other business. Even the 
telephone is not immune from threats of 
competition in new areas of development, 
such as the proposed space satellites. 


IN summary, it would appear that regu- 
lation is, today, very much in a plastic 
period of development. But then it al- 
wavs has been. Perhaps this is a good 
thing because it requires constant revision 
and re-examination of basic principles 
and even technical procedures. Static 
regulation, on the other hand, would 
probably not work. In fact, it is difficult 
to conceive any serious, prolonged effort 
even to try it. 


Roy J. Sampson, author of this article 
on “Federal-state Conflicts and Utility 
Regulation,” is now an assistant professor 
of transportation at the University of 
Oregon, School of Business Administra- 
tion. He is a graduate of Tennessee Tech 
(BS, ’46) and the University of Cali- 
fornia (MBA, ’48; PhD, ’51). He served 
two vears as district economist with the 
Office of Price Stabilization before join- 
ing the Oregon faculty in 1959. 

+ Re 


Hs published two earlier articles 
by former counsel of the Federal 
Power Commission (PuBLic UTILITIES 
FORTNIGHTLY, issue of September 28th) 
who think that FPC regulation of pro- 
ducers can be made to work in some form 
or other, it is only fair that we present 
the views of an unreconstructed disbeliev- 
er in such regulation. He is Cecit E. 
MuNN, a distinguished attorney now 
practicing in Fort Worth, Texas, whose 
article calling for the return to open com- 
petition for gas producers begins on page 
749. Mr. MuNN is a graduate of the Uni- 
versity of Oklahoma (BA, ’45) and Har- 
vard Law School (LLB, cum laude, ’47). 
He formerly practiced in Enid, Okla- 
homa, and was vice president and counsel 
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EDITORS (Continued) 


CHARLES M. BRUCH 


for the Champlin Oil & Refining Coi 
pany from 1958 to 1960, when he becan 
a partner of his present firm, Cante 
Hanger, Johnson, Scarborough & Gooc 
As in the case of the FPC counsel whos 
papers appeared in our September 28t)1 
issue, Mr. Munn’s article is in substance 
a restatement in article form of an address 
delivered before the Mineral Law Section 
of the American Bar Association in St 
Louis last August. 


sk * 
+ * 


bree article entitled “ ‘Foot-in-thie- 
door’ Legislation and the Utilities,” 
beginning on page 741, comes to us from 
a member of our own editorial staff who 
has been watching the Washington scei 
long enough to be impressed by the step 
at-a-time technique used with such su 
cess by the proponents of expanding fed 
eral controls and operations in the electri 
utility field. He is CHARLES M. Bruch, 
associate editor of Pusiic UTILITIFs 
ForTNIGHTLY. A native of Stroudsburg, 
Pennsylvania, he attended the Universit, 
of Miami and graduated from the 
Pennsylvania State University (AB, ’ 
Prior to joining our staff he was 
staff assistant to Representative Walte: 
(Democrat, Pennsylvania). 


32) 


THE next number of this magazin: 
will be out November 23rd. 


Tae O@chleEprua- 
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PEOPLES UTILITY COMPANY 


BILL ANALYSIS - Residential 
PERIOD =~ Year 19_ RATE - 


CUMULATIVE 
ag gg Consumption Consolidated 


No. Bills n Kw. Hrs. No. Bills in Kw. Hrs. Pactor 
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Prompt, accurate bill analyses can be the extra “edge” 
to management—spotting current trends and plotting 
future ones, laying a firm foundation for rate cases, 
and helping plan capital financing. 


Our “ONE-STEP” method of monthly* analyzation 
of bill frequency give more detailed consumption data, 


RECORDING & STATISTICAL CORPORATION faster and at a lower cost than any other means of 

production. We can prove this to you as we have to 

. oye . ste so many utility companies—simply write Dept. US for 
Public Utili ty Data Process/ ng Division full information, there is no obligation of course. 

SIXTH AVENUE «¢ NEW YORK 13, N.Y. «© WOrth 6-2700 * illustrated is a typical monthly report 








ADVANCE SHEETS 
OF 


PUBLIC UTILITIES REPORTS 





> Meeting an increasing demand for prompt reporting of full-text opinions 
in decisions of state and Federal regulatory commissions and of the courts 
on appeal from the commissions’ decisions. 


& For those who wish to keep currently informed of the new concepts, rapid 
expansion and ever increasing problems in the field of public service regula- 
tion, these Advance Sheets, issued twice a month, will be found invaluable. 


Subscription price—$24. a year 


PUBLIC UTILITIES REPORTS, INC. 
Publishers 
332 Pennsylvania Building, Washington 4, D. C. 
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PUBLIC UTILITIES AND PEOPLE—WITHIN THE WORKERS 


This article is the fourth and last of a series by James 
Carpenter, consultant and retired vice president of the Lc 
Island Lighting Company, and Robert T. Livingston, p 
fessor of industrial management engineering, Columbia L_ - 
versity, New York city. The earlier instalments on ot 
phases of public utility relations have also appeared in 1 
magazine. This concluding piece deals with the employ 
It is commonplace to say that each such employee is | 
whole company personified to everyone he meets. But w! 
is that in terms of his own training, his own outlook, and | 
practical investment of time and money to develop ea 





SHOULD U. S. UTILITIES TAKE THEIR SECURITY SALES 
TALKS TO EUROPE? 

During the past decade, alert public utility management 
confronted with the pressure to raise vast amounts of capital 
running into the billions for new and expanding plant 
carried their sales talk to the home grounds of the investor. 
Last summer a gas utility company took a daring step 
forward by exporting this technique to the foreign investor 
—in Europe. President Marvin Chandler of the Northern 
Illinois Gas Company took his message to a new type of 
luncheon table and investor-financial group meeting. Stephen 
E. Taylor, assistant secretary of this company, tells about it. 





RIGGING YOUR OWN QUIZ PROGRAMS 


Is there a man with soul so dead that he has never re- 
sponded to a quiz program? Public utility company relations 
people have not lagged behind other industries in realizing 
the fascination of the challenging set of questions (with or 
without prizes) which purport to gauge the intelligence and 
competence of the average citizen. Or for that matter, even 
the better than average or less than average citizen. James 
H. Collins of Hanover, Pennsylvania, tells about the latest 
wrinkles in putting this time-honored technique to work. 


AN ANALYSIS OF THE FCC MEMBERSHIP 


The Federal Communications Commission was established 
°34. By sheer coincidence there have so far been thirty-fo : 
commissioners. This is certainly a large enough base fro) 
which to draw some very interesting conclusions. Lawre1 
W. Lichty, research assistant with the Ohio State Univers 
Department of Speech, has researched various aspects of th: 
multiple backgrounds. 








AND ‘ ad ADDITION .. . .x Special financial news, digests, and interpretations of court 
ond decisions, general news senesced reviews, Washington gossip, and other features of 
interest to public utility regulators, Pp ° tives, financial experts, employees, investors, and 








others. 
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My = PROCEEDINGS 
eee §=1960 CONVENTION 


AT LAS VEGAS, NEVADA 
NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 





Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities m a Public 
Utilities Commissioner"; ‘Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; "Outlook for Railroad Consolidations and Mergers"; and 
“Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—-Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 3.50 


Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .. 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 


Accounts for utilities having annual electric operating revenues of less than $150,000 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 


Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .. 


1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 


1957—Telephone Separations Manual (Revised October, 1957) 


Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1960—Report of Committee on Depreciation 


(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P, O. Box 684 Washington 4, D. C. 
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Luke Enorke 


“There never was in the world two opinions alike.” 


Davip I. MACKIE 
Chairman, Eastern Railroad 
Presidents Conference. 


Harry Byrp 
U. S. Senator from Virginia. 


ABRAHAM RIBICOFF 
Secretary of Health, Education, 
and Welfare. 


SAM RAYBURN 
Speaker, U. S. House of 


Representatives. 


ApbLal E. STEVENSON 
U. S. Representative to 
the United Nations. 


Joun F. KENNEpyY 
President of the United States. 


NELSON ROCKEFELLER 
Governor of New York. 


Epwarp R. Murrow 
Director, United States 
, 
Information Agency. 


—MOoONTAIGNE 





“Railroads cannot alone win a war, but inadequa 
railroad service can lose it.” 


¥ 


“These lending agencies are like snakes. You can 
measure them accurately until they are dead.” 


» 


“A child watches what he is permitted to wat 
and listens to what he is permitted to listen to. Pare: 
must learn to get tough with themselves and_ th: 
children as well as with the television industry.” 


¥ 


“We do not want to interfere with the affairs o/ 
other governments. And we want to stay at home ai 
attend to our own business, and to build our ow: 
structure without interference from anybody else.” 


¥ 


“Men do not overcome their crises by running away 
from them backward. No cosy retreats from a chal 
lenging future can be looked for in an outgrown past. 
Times of challenge are times for new frontiers, not 
last ditches.” 


¥ 


“Criminal statutes and presidential orders, no matter 


how carefully conceived or meticulously drafted, can 
not hope to deal effectively with every problem of 
ethical behavior or conflict of interest. . And even 
the best of statutes or regulations will fail of their 
purpose if they are not vigorously and wisely admin- 
istered.” 

bg 


“One sure way to interfere with our [economic 
growth would be to pursue the ‘purchasing power | 
prosperity’ line of government spending, inflation, a! 
taxes that repress investment. We should put m« 
of the gains made possible by increasing producti\ 

. into increased output, rather than taking as mu 
as one-third of it in the form of reductions in worki 


time.” 
e 


“It is the duty of those who control television 
use it as a sound mirror to reflect conditions as tl 
are. If what is reflected on the end of that tube 
bigotry, poverty, discrimination, or prejudice, that 
wholesome as long as the picture is true. Where th: 
is controversy, it must be reflected. We have 
alternative so long as we are dedicated to the propo 
tion that the ‘X’ on the ballot is the most import: 
letter in the political alphabet.” 
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lf your problem concerns U T 3 L ITY g AT E & v 


you will want these two companion volumes 


Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 

f. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 
AA taken from the records of actual rate cases, are the 
reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
> saving time and expense of participants 
> cutting down “lag losses” 
> increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
f of the Rate Base 
Th: Completed Rate Base—Overheads, Land, 
*preciation, Working Capital 
pleting the Rate Base; Working Capital 
ating Expenses 
ating Expenses, Continued— 
inual Depreciation 
Rate of Return 
Adjustments—Allocations 








| 
| 
| 


Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. bit: LE. BEE ME 
400 pages 
Price $12.50 


HIS companion volume deals with those procedural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
© introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 

Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 

The Case for Complainants or Rate 
Increase Protestants 

The Expert Witness 

Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 

Appeal and Review 


before has anyone attempted to bring together, in relatively small compass, a comparable 


tion and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
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100th C-E Controlled Circulation Steam Generator in Service 
Here, at the Allen Plant of the Duke Power Company, Belmont, N. C., an important milestone 
was reached late last year when C-E’s 100th Controlled Circulation Steam Generator. was placed 
in service. This is the fourth such unit to be installed at Allen and a fifth is now under construc- 
tion. Duke Power Company also has units of this type installed in four other generating stations. 


HOW C-E HELPS MAKE ELECTRICI 


Since fuel cost is the largest single item of expense _ facilitated the use of higher steam pressures. 


with higher pressures, less fuel is required to 
7 


in the generation of electric power, the use of less 
fuel per unit of electricity produced is of interest duce a kilowatt-hour of electricity. 
to all—residential and industrial consumers alike. major contribution to low cost power, °v 
And C-E’s Controlled Circulation Steam Generator of continuing inflation. 
has helped many of the nation’s leading electric Ment thigh capacity shenm generat 
utilities to reduce fuel costs per kilowatt-hour, : : ‘ 
thereby keeping electricity America’s biggest bar- on —_ been designed for high pr 
iin j tion —in the range of 2400-2550 Ibs 
. And most of these units — not only in 
With a design that provides controlled, positive but also in Australia, Canada, Eng]: 1 
fluid flow through miles of tube circuitry, the C-E Italy and Japan — have been C-E Cont 
Controlled Circulation unit has encouraged and lation Steam Generators. So wide h 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR 
PUBLIC UTILITIES FORTNIGHTLY—N 





MERICA’S BIGGEST BARGAIN 


eptancy of this design for high pressure utility 
allations that orders placed during the past 
esent an aggregate capacity of about 
‘ilowatts, or, expressed in dollars, over 


your steam requirements be large or 
‘an look to C-E for boilers of the most 
esigns. 


Background of the Controlled Circulation Steam Generator 


The first installation was made in the Somerset Station of the Montaup 
Electric Company in 1942. Following years of extensive study and test 
of this pioneering installation, the generator was offered as a fully 
developed and proven design in 1950. In that year, several large util- 
ities placed orders, the first being from the Virginia Electric & Power 
Company for its Chesterfield Station. It is interesting to note that 
Stone & Webster Engineering Corporation, consulting engineers for 
the original installation at Montaup, were also consultants for the 
Chesterfield installation. The trend to controlled circulation and higher 
pressures was under way and was soon to become the most significant 
trend in contemporary steam power practice. 
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“When we put in 
the Payroll 
Savings Plan... 





“It fitted into our operation per actly 


“T had an idea it might be a bit complicated .._ install 
Payroll Savings Plan. Seeing all our peop): explai 
how it operates, pointing out its advantages. -‘ut the 
it worked out it was simplicity itself. 

“All we did was contact our State Savings ! ondsD 
tor. He outlined the campaign for us, work ig thr 
the bond officer we appointed. A short, company. 
person-to-person canvass was set up—and the results 
absolutely amazing. Some of our people told \:s later 
since they found out how convenient it is to save regu 
through the Payroll plan they have actually incre 
other investments, too!” 

When your company has a flourishing Payroll Sav 
Plan for U.S. Savings Bonds, participating employees | 
the added satisfaction of helping to keep America str 

For prompt, friendly help in setting up a Pay 
Savings Plan in your organization, contact your § 
Savings Bonds Director. Or write Savings Bonds Divis 
U.S. Treasury Department, Washington, D.C. 
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Evenia Cbnider 








Nov. 9-11—American Bar Association will 
hold regional meeting, Birmingham, Ala. 








Nov. 9-11—Electric Companies Public In- 
formation Program will hold national 
youth conference on the atom, Chicago, 

Hh. 





Nov. 12-14—Alabama-Mississippi Tele- 

phone Association will hold annual con- 
Any- vention, Birmingham, Ala. 
ilts 
iter 
regu 


1creg 





Nov. 12-15—Air Conditioning and Refrig- 
eration Institute will hold annual meet- 
ing, Hot Springs, Va. 





Nov. 12-16—American Institute of Electrical 
Engineers will hold magnetism and mag- 
netic materials conference, Phoenix, Ariz. 





Nov. 13-15—American Petroleum Institute 
will hold annual meeting, Chicago, Ill. 


Nov. 13-15—American Water Works Asso- 
ciation, North Carolina Section, will hold 
annual meeting, Asheville, N. C. 


Nov. 13-16—Public Relations Society of 
America will hold national conference, 
Houston, Tex. (first three days), and 
Mexico City, Mexico (last day). 








Nov. 13-17—National Electrical Manufac- 
turers Association will hold annual meet- 
ing, Atlantic City, N. J. 








Nov. 14-15—Edison Electric Institute Area 
Development Workshop will be held, 
Miami, Fla. 





Nov. 14-16—Institute of Radio Engineers 
will hold mid-America electronics con- 
ference, Kansas City, Mo. 





Nov. 15—Edison Electric Institute, Area De- 
velopment Committee, will hold meeting, 
Miami, Fla. 





Nov. 15-17—Southeastern Electric Exchange 
will hold sales, advertising, and public 
relations conference, St. Petersburg, Fla. 





CHECK THESE DATES: 














Nov. 16-17—National Industrial Traffic 
League will hold annual meeting, Denver, 
Colo. 


Nov. 26-28—Florida Telephone Association 
will hold annual convention, Miami 
Beach, Fla. 


Nov. 26-Dec.1—American Society of Me- 
chanical Engineers will hold winter an- 
nual meeting, New York, N. Y. 






Nov. 27-28—Pacific Coast Electrical Asso- 
ciation, Administration Services Section, 
will hold meeting, Santa Barbara, Cal. 








Nov. 27-29—American Gas _ Association, 
Accounting Section, will hold electronics 
seminar, Cleveland, Ohio. 





Nov. 27-29—National Electrical Manufac- 
turers Association, Generation, Transmis- 
sion, and Distribution Equipment Division, 
will hold meeting, Washington, D. C. 


Nov. 27-Dec. 1—National Association of 
Corrosion Engineers will hold southeast 
regional conference and Florida general 
conference short course, Miami, Fla. 


Nov. 29-Dec. 1—Annual Wire and Cable 
Symposium will be held, Asbury Park, 
N. J. 





Nov. 30-Dec. 1—Public Utilities Advertising 
Association, Region 2, will hold meeting, 
Hershey, Pa. 






Dec. 2-5—Annual International Visual Com- 
munications Congress will be held, Los 
Angeles, Cal. 






Dec. 3-7—National Association of Home 
Builders will hold meeting, Chicago, Ill. 


Dec. 4-5—North Carolina Telephone Asso- 
ciation will hold annual convention, Pine- 
hurst, N, C. 


Dec, 4-6—Interstate Oil Compact Commis- 
sion will hold annual meeting, Denver, 
Colo. 































































Courtesy, El Paso Natural Gas Company 
Research Down Under 


An engineer checking a special pipeline ten feet underground. This 
157-foot pipeline passes under a pair of railway tracks near 
Gallup, New Mexico, and is used by the El Paso 
Natural Gas Company to study the effects of 
surface traffic on buried pipelines. 
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Federal-state Conflicts and 
Utility Regulation 


Article |, § 8(3) of the U. S. Constitution gives Congress the power 
"To regulate commerce with foreign nations, and among the several 
states, and with the Indian tribes." Article X of the Constitution 
states that "The powers not delegated to the United States by the 
Constitution, nor prohibited by it to the states, are reserved to the 
states respectively, or to the people." These statements presumably 
mean that the federal government has regulatory authority over 
interstate commerce, with intrastate regulation left within the 
domain of the states. This leaves a considerable area of federal- 
state conflict so that before regulation can be applied, a number of 
knotty questions must be answered by the courts. 


By ROY J. SAMPSON* 


MONG the first questions which had to 
be answered in applying the “Com- 
merce Clause” was what is meant 

by “commerce” and what is meant by 
“among the several states.” This is what 
Congress has the power to regulate. Chief 

*Assistant professor of transportation, Uni- 
versity of Oregon, School of Business Administra- 


tion, Eugene, ‘Oregon, For additional personal note, 
see “Pages with the Editors.” 


Justice Marshall, in a famous 1824 de- 
cision, defined both of these terms." 
Robert Fulton and Robert R. Liv- 
ingston had been given the exclusive right 
by the state of New York to operate 
steamboats on the waters of that state. 
This right had been assigned to Ogden. 
Two steamboats, however, were operated 
by Gibbons between New Jersey and New 
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York, partially in New York state waters. 
Ogden obtained an injunction against 
Gibbons, which was upheld by the New 
York courts. The case was brought to the 
United States Supreme Court upon ap- 
peal, and turned, in part, upon whether 
or not the operation of steamboats is 
“commerce,” and upon whether or not 
operation affecting only two states is 
“among the several states.” 


I Gibbons was engaged in interstate 
commerce, his attorneys felt, obviously 
his business could not be regulated by the 
state of New York! Marshall’s decision, 
upholding Gibbons, said in part: 


The subject to be regulated is com- 
merce; and . . . commerce, undoubted- 
ly, is traffic, but it is something more: 
It is intercourse. It describes the com- 
mercial intercourse between nations, 
and parts of nations, in all its branches, 
and is regulated by prescribing rules 
for carrying on that intercourse. . . . 

Commerce among the states must, 
of necessity, be commerce with the 
states. . . . The power of Congress, 
then, whatever it may be, must be 
exercised within the territorial jurisdic- 
tion of the several states. . . . The wis- 
dom and the discretion of Congress, 
their identity with the people, and the 
influence which their constituents 
possess at elections, are . . . the sole 
restraints on which they have relied, 
to secure them from its abuse. They 
are the restraints on which the people 
must often rely solely, in all representa- 
tive governments. 

. . . When a state proceeds to regu- 
late commerce with foreign nations, or 
among the several states, it is exercis- 
ing the very power that is granted to 
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Congress, and is doing the very thing 
which Congress is authorized to do. ... 


te Gibbons v Ogden decision pro- 
vided a foundation upon which fol- 
lowing interpretations have been based. 
The concept of what constitutes inter- 
state commerce generally has expanded 
constantly to include new industries and 
new situations. For example, a later Chief 
Justice, in speaking of congressional 
regulatory powers under the U. S. Con- 
stitution in a telegraph case, said, “The 
powers thus granted are not confined to 
the instrumentalities . . . known or in use 
when the Constitution was adopted, but 
they keep pace with the progress of the 
country... .”* 

Although Chief Justice Marshall may 
have said more in the Gibbons v Ogden 
case than was absolutely necessary in de- 
ciding the points at issue, he did not have 
the final word on the matter of federal- 
state conflict. Rather, this case was just 
a beginning. 

Marshall’s argument, by implication at 
least, held that the power to regulate 
interstate commerce is not divisible, and 
that since that power is given Congress 
by the Constitution, the federal govern- 
ment necessarily has the sole right to en- 
gage in such regulation and states have 
no rights (subject to the qualifications of 
the police and taxing powers of the states, 
of course, both of which may be applied 
to interstate commerce, but not for pri- 
marily regulatory purposes). This argu- 
ment sometimes has been called the “in- 
divisible theory of regulation.” 


-~ opposition to the “indivisible theory,” 
a so-called “‘separation theory of regu- 
lation” has been developed. This latter 
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argument holds that two types of regula- 
tory problems may exist in interstate 
commerce. These are general problems 
which are best handled in a uniform way 
and thus are subject only to federal regu- 
lation, and local problems which because 
of their individual natures are best han- 
dled at the state level and thus may be 
regulated by states if Congress has not 
taken regulatory action already. The 
“separation theory” prevails today. 


i om leading “separation theory” case 

was decided in 1851. Pennsylvania 
enacted a law requiring ships sailing from 
Philadelphia to utilize the services of an 
approved pilot in leaving port, or, as an 
alternative, to pay an amount equivalent 
to one-half the pilotage fee into a fund to 
be used for the “relief of distressed and 
decayed pilots, their widows and chil- 
dren.” Cooley, under federal license, op- 
erated ships between Philadelphia and 
New York, and refused either to use local 
pilots or to pay the alternate pilotage fee. 
He maintained that his own pilots were 
capable, and, citing the Gibbons v Ogden 
precedent, held that he was engaging in 
interstate commerce and thereby subject 
only to congressional regulation. After 
losing in the lower courts, Cooley ap- 
pealed to the U. S. Supreme Court which 
tuled :* 


.. . If the Constitution excluded the 
states from making any law regulating 
commerce, certainly Congress cannot 
regrant, or in any manner reconvey to 
the states that power. . . . On the other 
hand, if it were admitted that the ex- 
istence of this power in Congress, like 
the power of taxation, is compatible 
with the existence of a similar power 
in the states, then it would be in con- 


formity with the contemporary exposi- 
tion of the Constitution . . . that it is 
not the mere existence of such a power, 
but its exercise by Congress, which 
may be incompatible with the exercise 
of the same power by the states, and 
that the states may legislate in the 
absence of congressional regulation. . . . 

Either absolutely to affirm, or deny 
that the nature of this power requires 
exclusive legislation by Congress, is to 
lose sight of the nature of the subjects 
of this power, and to assert concerning 
all of them, what is really applicable 
but to a part. Whatever subjects of this 
power are in their nature national, or 
admit only of one uniform system, or 
plan of regulation, may justly be said 
to be of such a nature as to require 
exclusive regulation by Congress... . 
the nature of this subject is such, that 
until Congress should find it necessary 
to exert its power, it should be left to 
the legislation of the states . . . it is 
local and not national... . 


Show legal principle is well-established, 
then, that states as a rule can deal 
with local problems of interstate com- 
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merce, providing Congress has taken no 
regulatory action on such problems. Con- 
flicts continue to arise regarding matters 
of fact; that is, what is a local and what 
is a general problem, of course, but the 
matter of Jaw appears to be fairly clear. 

Now, what of general problems in in- 
terstate commerce? Can states also regu- 
late such problems in the absence of con- 
gressional regulation? The Gibbons v 
Ogden case, of course, did not recognize 
a distinction between local and general 
problems, but held that all interstate com- 
merce was subject to exclusive congres- 
sional control. The implication of the 
Cooley v Board of Wardens case, al- 
though it did not deal specifically with 
this point, also appears to be that states 
cannot regulate general problems—that is, 
that through “inaction” Congress actually 
has taken a form of “action” and has 
expressed its desire that no regulation be 
exercised. 


A SERIES of decisions given in the so- 

called “Granger cases” during the 
1870’s, however, had implied that states 
can regulate general aspects of interstate 
commerce if Congress has not undertaken 
such regulation.* Apparently the reason- 
ing back of these decisions was that there 
are things which “should” be regulated, 
and it is better to have state regulation 
than no regulation at all. 

After ten years of individual state 
regulation of interstate railroads, how- 
ever, it became obvious that such local 
regulation was leading to chaos in the 
transportation field. Consequently, in the 
Wabash case, dealing with an Illinois law 
prohibiting railroads from charging more 
for shorter than for longer hauls of 
similar commodities over the same route, 
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much of the Granger legislation was re- 
versed by the court’s declaration that 
“... if each one of the states through 
whose territories these goods are trans- 
ported can fix its own rules for prices, for 
modes of transit, for times and modes of 
delivery, and all the other incidents of 
transportation to which the word ‘regu- 
lation’ can be applied, it is readily seen 
that the embarrassments upon interstate 
transportation, as an element of inter- 
state commerce, might be too oppressive 
to be submitted to.’”® 


W"= effective state regulation of rail- 
roads abolished, Congress could no 
longer ignore the transportation problem. 
One result of the prohibition of state regu- 
lation of general aspects of interstate 
commerce, then, was the passage, in 1887, 
of “An Act to Regulate Commerce” 
(Part I of today’s Interstate Commerce 
Act) which put the federal government 
into the regulatory field on a large scale 
for the first time. Although the original 
Interstate Commerce Act applied only to 
interstate railroads (since extended to 
other forms of domestic interstate trans- 
portation, except air), it has provided a 
“model” for succeeding federal and state 
regulation in many fields, including the 
public utility field, just as earlier Granger 
legislation to a considerable extent had 
formed a pattern for the Interstate Com- 
merce Act itself. Also, many of the legal 
and administrative principles applicable to 
present-day utilities, and other regulated 
businesses, have grown out of our experi- 
ence with the Interstate Commerce Act. 
The Wabash case established the prin- 
ciple that states cannot regulate general 
aspects of interstate commerce even if 
Congress has taken no regulatory action. 
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There are certain exceptions or near ex- 
ceptions to this principle, however. States 
normally may exercise their sovereign 
police powers even though interstate com- 
merce may be involved. Likewise, states 
may tax interstate commerce, although 
not in a discriminatory or burdensome 
manner. (For example, a traveler may be 
required to pay a higher gasoline tax in 
a neighboring state than in his home 
state, but he cannot be required to pay a 
higher tax than that paid by citizens of 
the neighboring state.) Although these 
two exceptions, in effect, are regulations 
of interstate commerce, they are permis- 
sible on the ground that regulation is not 
the primary intent. 


I addition, states traditionally have 

exercised a fairly broad and strict con- 
trol over natural resources within their 
boundaries. For example, in preserving 
wild life, states have been permitted to 
charge higher license fees to out-of-state 
hunters and fishermen than have been 
charged their own residents. Oil and 
natural gas production quotas have been 
established by state regulatory authorities 
in the name of conservation (critics 








sometimes allege that such quotas are 
more for the conservation of high prices 
than for the conservation of resources!), 
and at least one state (Oregon) requires 
one to obtain a permit for cutting Christ- 
mas trees off his own land for sale in 
interstate commerce. 

In water resource matters, however, 
states have been less successful in retain- 
ing control, as will be seen below in the 
section dealing with “navigable waters 
and federal lands.” Arizona, despite twice 
calling out its National Guard to “protect 
its water from Californians,” was unable 
to prevent construction of Hoover 
(Boulder) dam. 


| parsegpr Congress may specifically per- 

mit the individual states to regulate 
or control general matters of interstate 
commerce which otherwise would be con- 
trollable only by the federal government. 
Such permission is granted only by duly 
enacted statutes. Notable examples of this 
type of state control are found in the 
transportation and trade of intoxicating 
liquors, state regulation of interstate in- 
surance companies, and in state control 
over the so-called “tidelands” (actually 
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submerged lands below the low tide 
mark). 

In review, then, primary authority over 
the general aspects of interstate commerce 
rests with the federal government, but 
states may regulate local problems in- 
volving interstate commerce and may 
even regulate some general aspects of 
such commerce under specified conditions. 


Regulation of Intrastate Commerce 


i aang the U. S. Constitution, the gen- 
eral rule is that states have the sole 
regulatory authority over matters of in- 
trastate commerce. This general rule is 
qualified by numerous exceptions, how- 
ever. 

Early experience in the transportation 
field indicated that the federal govern- 
ment must be allowed to regulate intra- 
state commerce when such regulation is 
necessary for adequate regulation of in- 
terstate traffic (safety appliances on rail- 
road cars used interchangeably in intra- 
state and interstate transportation, for 
example). Also, where intrastate and in- 
terstate traffic are so mixed that they 
cannot be separated, the federal govern- 
ment may regulate both. An example of 
this is found in the “rules-of-the-road” 
for airplane flight, which apply both to 
long-distance and local flights. In addition, 
if intrastate traffic is dangerous to inter- 
state commerce, such as poorly packed 
dynamite shipments or diseased livestock 
or vegetables, for example, the federal 
government may exercise regulatory au- 
thority. 


lal outside the physical field, the fed- 

eral government may regulate intra- 
state commerce under certain conditions. 
The famous “Shreveport Doctrine,” up- 
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held by the U. S. Supreme Court in 1914, 
permits federal regulation of intrastate 
commerce in instances where a burden 
would be placed on interstate commerce 
by the absence of such intrastate regula- 
tion. The original Shreveport case was 
brought on by railroad rates which were 
substantially higher from Shreveport (in 
western Louisiana) to east Texas points 
than were the rates from Houston and 
Dallas to the same points. Shreveport 
distributors protested that their Houston 
and Dallas competitors had an unfair ad- 
vantage. 


HE Interstate Commerce Commis- 

sion, based upon an investigation 
which found the rates from Shreveport 
reasonable, ordered the rates from Hous- 
ton and Dallas raised on the ground that 
they were discriminatory and burdensome 
on interstate commerce. The Texas Rail- 
road Commission, however, maintained 
that this traffic was entirely within Texas, 
and refused to permit the railroads to 
raise their rates. This deadlock between 
the federal and the Texas regulatory 
commission was broken by the court in a 
decision which stated in part: 


... Whenever the interstate and intra- 
state transactions of carriers are so re- 
lated that the government of the one 
involves the control of the other, it is 
Congress, and not the state, that is 
entitled to prescribe the final and 
dominant rule, for otherwise Congress 
would be denied the exercise of its 
constitutional authority and the state, 
and not the nation, would be supreme 
in the national field... . 

. . . Congress in the exercise of its 
paramount power may prevent the 
common instrumentalities of interstate 
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and intrastate commercial intercourse 
from being used in their intrastate op- 
erations to the injury of interstate 
commerce. ... 


I’ follows from this and allied decisions 
that an intrastate rate which is insuf- 
ficient to cover actual direct operating 
expenses plus something additional for 
the maintenance of required facilities 
(that is, some contribution to ‘“‘overhead”’ 
or fixed expenses) may be considered as 
burdensome on interstate commerce if 
both intrastate and interstate business is 
being conducted by a transportation or 
public utility firm. The concept of undue 
burden on interstate commerce was ap- 
plied to the abandonment of intrastate 
railroad services in the Transportation 
Act of 1958; that is, if permission to 
abandon has been denied by a state com- 
mission, the Interstate Commerce Com- 
mission, under certain circumstances, may 
override the state’s veto. 

The Shreveport Doctrine, however, 
does not give blanket authority to the 
federal government to remove all in- 
equalities between intrastate and inter- 
state commerce. Instead, only “undue or 
unreasonable advantages, preferences, or 
prejudices” or “unjustly discriminatory” 
inequalities may be removed by federal 
action. This has been pointed out in a 
still later case dealing with the Shreve- 
port Doctrine, wherein the Interstate 
Commerce Commission ordered North 
Carolina intrastate railroad passenger 
fares to be increased to the same level as 
interstate passenger fares. 

In reversing the commission’s order, 
on the ground that no finding of unrea- 
sonable or unjust discrimination had been 
made, the court stated: 


Intrastate transportation is primarily 
the concern of the state. . . the finding 
that interstate passengers paid higher 
fares than intrastate passengers for the 
same facilities is an inadequate support 
for nullifying state rates... . The 
power of the commission to require 
states to raise their intrastate rates de- 
pends upon whether intrastate traffic 
is contributing its fair share of the 
earnings required . . . the commission 
must make findings on that issue... . 
Without such findings supported by 
evidence, the commission was not au- 
thorized to find that the intrastate rates 
discriminated against interstate com- 
merce.” 


It seems clear, then, that although the 
federal government may regulate intra- 
state commerce to remove burdens from 
interstate commerce, the mere existence 
of inequality does not necessarily consti- 
tute a burden. 


O™= of the broadest expressions of 
congressional regulatory power over 
both intrastate and interstate commerce 
came in a decision under the Fair Labor 
Standards Act of 1938.8 Darby, a Georgia 
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lumber manufacturer, refused to abide 
by the wages and hours provisions of this 
federal law, alleging that “manufactur- 
ing” is not “commerce” (as had previous- 
ly been held by the U. S. Supreme 
Court). 


HE court, however, while continuing 

to agree that manufacturing is not 
commerce, ruled against Darby on the 
ground that manufactured goods may 
enter into interstate channels and thus 
affect interstate commerce, and conse- 
quently may be regulated by the federal 
government. Key portions of the decision 
follow: 


While manufacture is not of itself 
interstate commerce, the shipment of 
manufactured goods interstate is such 
commerce and the prohibition of such 
shipment by Congress is indubitably a 
regulation of the commerce. 

The motive and purpose of a regula- 
tion of interstate commerce are mat- 
ters for the legislative judgment upon 
the exercise of which the Constitution 
places no restriction and over which 
the courts are given no control... . 
Whatever their motive and purpose, 
regulations of commerce which do not 
infringe some constitutional prohibi- 
tion are within the plenary power con- 
ferred on Congress by the Commerce 
Clause... . 

. .. The power of Congress over inter- 
state commerce is not confined to the 
regulation of commerce among the 
states. It extends to those activities 
intrastate which so affect interstate 
commerce or the exercise of the power 
of Congress over it as to make regula- 
tion of them appropriate means to the 
attainment of a legitimate end, the 
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exercise of the granted power of Con- 
gress to regulate interstate commerce. 

Congress . . . may choose the means 
reasonably adopted to the attainment 
of the permitted end, even though they 
involve control of intrastate activities, 


HE Darby case seems to imply that 

the U. S. Supreme Court will take a 
“hands off” attitude on whatever Con- 
gress chooses to do in the interstate com- 
merce field, and that the same attitude ap- 
plies to the intrastate field if it can be 
shown that intrastate commerce may af- 
fect interstate activities in any way. There 
is no implication here, of course, that 
specific constitutional restrictions (such 
as “due process,” for example) are being 
abandoned, but Congress apparently is 
given a relatively free hand in regulating 
for any reason and in any way that it sees 
fit so long as it does not collide with such 
constitutional limitations. 


Navigable Waters and Federal Lands? 


A’ mentioned earlier, states have not 
been able to exercise as much con- 
trol over their waters as over other forms 
of natural resources. The federal govern- 
ment’s paramount rights over navigable 
streams have been upheld both over pri- 
vate and state claimants. This became 
especially important with the develop- 
ment of hydroelectric power generation. 
In an early case involving a private power 
company’s right to construct a dam in a 
stream at a point where the private firm 
owned the banks of the stream on either 
side, the U. S. Supreme Court said “... 
that the running water in a great navi- 
gable stream is capable of private owner- 
ship is inconceivable,” and further, “ . . 
The use of the fall of such a stream for 
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the production of power may be a reason- 
able use... . But every... structure in 
the water of a navigable river is sub- 
ordinate to the right of navigation... 
and must be removed if Congress in the 
assertion of its power over navigation 
shall determine that their continuance is 
detrimental to the public interest. . . .”?° 


ig is not enough to admit that Congress 
has final authority over navigable 
waters. As in the case of “interstate com- 
merce,” it is necessary that we have a 
workable definition of what is meant by 
“navigable waters.” Such a definition, 
with elaborations upon congressional 
powers, was given in a case dealing with 
the scope of the Federal Power Commis- 
sion in the licensing of a dam.” The per- 
tinent portions of this decision say that 


. . A waterway, otherwise suitable 
for navigation, is not barred from that 
classification merely because artificial 
aids must make the highway suitable 
for use before commercial navigation 
may be undertaken. . . . Nor is it neces- 
sary that the improvements should be 


actually completed or even author- 
ized... . 

Nor is it necessary for navigability 
that the use should be continuous. . 
Even absence of use over long periods 
of years .. . does not affect the naviga- 
bility of rivers in the constitutional 
sense. It is well recognized too that the 
navigability may be of a substantial 
part only of the waterway in ques- 
Ca .4.. 

. Nor is lack of commercial traffic 
a bar to a conclusion of navigability 
where personal or private use by boats 
demonstrates the availability of the 
stream for the simpler types of com- 
mercial navigation. 

. . the respondent cannot, by seeking 
to use a navigable waterway for power 
generation alone, avoid the authority 
of the government over the stream. 
That authority is as broad as the needs 
of commerce . . . navigable waters are 
subject to national planning and con- 
trol in the broad regulation of com- 
merce. .. . the plenary power of Con- 
gress over navigable waters would 
empower it to deny the privilege of 
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constructing an obstruction in those 
waters. It may likewise grant the privi- 
lege on terms. . . . there is no private 
property in the flow of the stream. 


By the definition of the Appalachian 
Electric case, federal control obviously 
includes some very small streams! 


ne and state laws conflicted in an 

Iowa case where an organization was 
denied a license for a dam by the Federal 
Power Commission because of the or- 
ganization’s failure to comply with an 
Iowa licensing law. The U. S. Supreme 
Court, in holding that the permission of 
such a state requirement could nullify a 
federal law, stated that, “To require the 
petitioner to secure the actual grant to it 
of a state permit . . . as a condition prec- 
edent to securing a federal license for 
the same project under the Federal Power 
Act would vest in... Iowa a veto power 
over the federal project.” And further, 
“Where the federal government super- 
sedes the state government there is no 
suggestion that the two agencies both 
shall have final authority. ... A dual 
final authority . . . would be unwork- 
able.” ” If state and federal water laws 
conflict on navigable streams, the former 
must yield. 


In the First Iowa case, the Federal 
Power Commission agreed with the state 
until ordered to do otherwise by the court. 
In the Oregon Fish Commission case,” 
however, a state commission and a fed- 
eral commission were in direct conflict. 
The Oregon Fish Commission, under 
state law, denied permission for a private 
power company to build a dam on a non- 
navigable Oregon stream on the allega- 
tion that the private firm’s proposed fa- 


NOVEMBER 9, 1961 


PUBLIC UTILITIES FORTNIGHTLY 





cilities for protecting migratory salmon 
were inadequate. The Federal Power 
Commission authorized construction of 
the dam. The U. S. Supreme Court up- 
held the federal commission, on the 
ground that, among other things, the pro- 
posed dam was to be built on a federal 
reservation (that is, in a location where 
the federal government owned the land 
on either side of the stream).™ 

In a strongly worded dissent in the 
Oregon Fish Commission case, Jus- 
tice Douglas maintained that “ ... the 
United States cannot give what it does 
not have” and further pointed out that 
“... it has been the long-term policy of 
Congress to separate western land from 
water rights” and that “In the West, the 
United States owns a vast amount of 
land. . . . If by mere Executive action 
the federal lands may be reserved and all 
water rights appurtenant to them re- 
turned to the United States, vast disloca- 
tions in the economics of the western 
states may follow.” 


Continuity of Movement 


ge Beenie of movement” involves 
movement from a point in one 
state to a point in another state, and 
thence to a second point in the latter state 
(or alternatively, from a point in one 
state to a second point in the same state, 
and thence to another state). For regula- 
tory purposes, the question arises as to 
where (if at all) interstate movement 
stops and intrastate movement com- 
mences (or vice versa). The answer to 
that question determines the respective 
regulatory jurisdictions of the state (or 
states) concerned and the federal govern- 
ment. 
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FEDERAL-STATE CONFLICTS AND UTILITY REGULATION 


The decision regarding whether or not 
a portion of such a movement is intra- 
state will hinge upon whether or not the 
movement “came to rest” at any point. 
“Coming to rest” is not necessarily a 
physical condition. It may be held that 
commodities legally have come to rest 
even though physical movement has never 
stopped. On the other hand, even though 
physical movement may have ceased en- 
tirely at some point, a movement may be 
held to be interstate commerce from be- 
ginning to end. 


F . omens utility case concerning con- 

tinuity of movement arose in con- 
nection with the movement of natural gas 
from Oklahoma to Kansas. A gas com- 
pany piped its gas from interstate pipe- 
lines into the mains of local distributors 
who sold the gas on a commission basis. 
The Kansas State Corporation Commis- 
sion disallowed in part a requested rate 
increase, and the interstate gas company 
brought suit on the ground that Kansas 
was interfering with interstate commerce. 
The gas company maintained that orders 
were placed for gas before movements 
started, that movement began in one state 
and never stopped until it ended at the 
consumer’s burner in another state, and 
that the local distributors never actually 
owned the gas but only acted as commis- 
sioned “representatives” of the interstate 
company. 

The U. S. Supreme Court, however, 
although agreeing that the original por- 
tion of the movement was interstate, held 
that for legal purposes the interstate 
movement ended (that is, the gas “came 
to rest”) when it entered the distributor’s 
mains (even though actual physical 
movement continued) and that the move- 
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ment thereafter became intrastate and 
subject to state regulation. In the words 
of the court, “ .. . Interstate commerce 
is a practical conception and what falls 
within it must be determined upon con- 
sideration of established facts and known 
commercial methods. . . . Interstate move- 
ment ended when the gas passed into local 
mains... .””25 


F a later gas case, the court held that 

gas originating in West Virginia and 
moving into Pennsylvania, with custody 
changing at the state boundary, is inter- 
state commerce, but that gas originating 
in Pennsylvania and mixed with West 
Virginia gas in known proportions for 
sale in Pennsylvania is intrastate com- 
merce.® Also, a company producing and 
buying gas in Louisiana and selling it 
in the same state to three interstate pipe- 
line companies who in turn sold the gas 
in other states was held to be subject to 
federal regulation.” 

In the electric field, the Supreme Court 
has held that transmission of electric cur- 
rent from one state to another, with title 
and custody passing at the state line, is 
interstate commerce and not subject to 
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regulation by either state,’* and, in a still 
later decision based upon this precedent, 
has declared that, “We see no distinction 
between a sale at or before reaching the 
state line.” ?° 


Summary 


_ practice, states regulate some aspects 
of interstate commerce and the federal 
government regulates some aspects of in- 
trastate commerce. The U. S. Supreme 
Court, as the ultimate referee of constitu- 
tional relationships between the states and 
the federal government, has expressed a 
substantial body of legal principles con- 
cerning such relationships. Although new 


€ 


situations continually arise, and prece- 
dents sometimes are reversed, most cases 
of conflict today turn upon questions of 
fact rather than upon points of law. 


” conclusion, two generalizations seem 

appropriate. First, even though the 
states are “sovereign” in our system of 
government, there is much more federal 
control of intrastate commerce than state 
control of interstate commerce. Secondly, 
due to the increasing complexity of our 
economic life, the overall long-term trend 
appears to be in the direction of more 
rather than less federal control—regard- 
less of which political party is in office. 
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“Foot-in-the-door” Legislation 
And the Utilities 


During each session of Congress hundreds of 
bills are enacted into law. At times solid op- 
position to a given measure is encountered 
because of its implications. More often than 
not, however, when a really controversial 
measure comes up Congress avoids accepting 
an entire project at one sitting and enacts it 
instead over a period of years, piece by 
piece. This article takes a look at two bills 
acted upon during the last session of Con- 
gress. 











By CHARLES M. BRUCH* 


VER the years there has been an in- 
creasing tendency for Congress to 
side-step really controversial mat- 

ters and to please all-hands-round through 
piecemeal legislation. At first glance this 
may seem to be a practical if not always 
logical compromise. Yet it often results 
in the eventual enactment of questionable 
legislation, single bits at a time. The 
theory seems to be that no one is hurt if 
only a small portion of the pie is stolen 
each year. This important point is that 
some years later it will be discovered that 
the entire pie is gone. Perhaps it is a little 
like the foolish idea that if you hit your- 
self in the head often enough you will 
get accustomed to it. Far more important 
to bear in mind is that while government 
ownership may lose repeatedly, whether 
at the polls or in legislation, it only has 

*Associate editor, Pustic UTILITIES ForTNIGHT- 


Ly. For additional personal note, see “Pages with 
the Editors.” 


to win once to become final, permanent 
policy—as a general rule. 

During this past session of Congress, 
there was one successful foot-in-the-door 
program enacted and one which failed. 
Seasoned observers feel that the program 
which became law may well be of more 
far-reaching importance, because it opens 
the way for future legislation along the 
same lines and on a really grand scale. 


HE program which was voted down 

was the much talked about atomic 
generating plant at Hanford, Washing- 
ton. This proposal would have constructed 
two generating plants costing some $95 
million for the production of electricity 
from by-product steam from a plutonium 
production plant designed for defense 
purposes. It was proposed that the esti- 
mated 800,000 kilowatts would be used at 
the plant itself rather than purchasing 
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this power from the Bonneville Power 
Administration. 

Opposition to the Hanford plant was 
based on a number of economic argu- 
ments. The proponents conceded that 
there was nothing new to be learned from 
technology involved in building the plant, 
which would operate on a by-product of 
about 11 million pounds of steam per hour 
from plutonium production for defense 
purposes. Democratic Senators Anderson 
(New Mexico), Jackson (Washington), 
and Pastore (Rhode Island) argued that 
the steam was available and ought to be 
used rather than go to waste. Republican 
Senators Hickenlooper (Iowa) and Ben- 
nett (Utah) pointed out that the federal 
government had never engaged in steam- 
generating plant operation outside of the 
Tennessee valley, and that the “800,000- 
kilowatt teakettle” would mean a wasteful 
expenditure of badly needed federal funds 
and would make the United States “the 
technological laughingstock of the world.” 


Varying Views Presented 


ee, the arguments being used 

for and agair.st the Hanford plant 
were quite conflicting. Proponents of the 
plant claimed that it would be wasteful 
to let the by-product steam from the plu- 
tonium plant go to waste and that the 
Northwest is badly in need of power, 
while at the same time insisting on au- 
thorization for a tie line that would send 
much of the power down to California. 
Opponents claimed that the by-product 
steam is discharged at such low pressure 
that a resurrection of costly and obsolete 
(“teakettle”) boiler techniques would be 
necessary to utilize it for steam genera- 
tion. One comment was to the effect that 
steam issuing from some of the natural 
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geysers, such as “Old Faithful,” could be 
used more efficiently and economically, 
There was also some electric utility in- 
dustry concern, based on testimony during 
hearings, that the so-called Pacific North- 
west tie line is only part of a nation-wide 
network of interregional federal trans- 
mission lines planned by the administra- 
tion. 
When the legislation (HR 7576) was 
called up on the House floor that chamber, 
in an unrecorded vote of 176 to 140, 
moved to kill the Hanford plant. The bill 
itself contained the overall atomic energy 
authorizations and the measure was sent 
to the Senate without the Hanford pro- 


posal. 

In the Senate, the generating plant 
was insisted upon despite an unsuccessful 
effort by Senator Hickenlooper to have 
the proposal stricken and the bill was 
passed in this form. 


HE House vote against the Hanford 

plant brought out an interesting al- 
liance. Republican members and some 
southern conservatives were joined by 
usually ultraliberal Democratic members 
from the depressed coal-mining regions 
of Pennsylvania and West Virginia. The 
coal interests feared that the precedent of 
authorizing federal atomic power plants, 
which would operate more expensively 
(as far as electricity production costs are 
concerned) than conventional coal-burn- 
ing power plants, would be an unwar- 
ranted blow at the coal industry. Compe- 
tition from other fuels is bad enough, the 
coal interests contended, but where it is 
subsidized and relatively inefficient it is 
inexcusable, In the Senate forty-eight 
Democrats and six Republicans voted for 
the Hanford plant; twenty-five Republi- 
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cans and eleven Democrats voted against 
it. 

After the addition of the Hanford pro- 
posal by the Senate, the bill was sent back 
to the House where the coalition already 
mentioned turned in an impressive vote 
of 235 to 164 in favor of rejecting the 
bill with the Hanford addition. House 
insistence on its own version of the bill 
threw the matter into a conference with 
the House instructing its members to in- 
sist on the bill minus Hanford. 


bing alignment of the conferees heavi- 
ly favored the government owner- 
ship power interests. In the Senate there 
were: Republicans — Hickenlooper 
(Iowa) and Dworshak (Idaho) ; Demo- 
crats—Anderson (New Mexico), who 
acted as conference chairman, Jackson 
(Washington), and Pastore (Rhode Is- 
land). The House-appointed Democrats, 
Holifield (California) and Price (lIlli- 
nois), and Republican Van Zandt (Penn- 
sylvania). 

At this point the classic foot-in-door 
legislative approach was attempted. Ad- 
vocates of the plant realized that should 
there be an outright rejection of the Han- 
ford facility, there would be little chance 
to tack the project on to legislation at a 
later date. Therefore, in view of the gov- 
ernment ownership advocates, it became 
essential that the foot be inserted in the 
form of some sort of “compromise” 
which might be expanded by subsequent 
legislation at some later date. Representa- 
tive Van Zandt, leading the opposition in 
the House, warned that compromise 
would constitute “complete capitulation” 
and that a token plant would only be an 
attempt to get the entire project on the 
“instalment plan.” Illustrating a good bit 


of historic perspective in such matters, he 
stated that “by 1962, of course, they 
would be back demanding the remainder 
of their subsidized powerhouse.” 


o inn fight which eventually beat down 
the Hanford proposal was not only 
fought on the high level of parliamentary 
maneuvering: It was also fought on the 
less glamorous fields of implied threats 
of retaliation and possible “sweeping anti- 
trust investigation” of the investor-owned 
electric utility industry. The result of the 
various pressures was a “compromise” 
bill which would have authorized only 
one of the two generating plants at a cost 
of some $58 million. The single plant 
would have produced about 400,000 kilo- 
watts of power and the Senate was quick 
to approve the measure by a voice vote. 

Once again the legislation went back 
to the House. However, that chamber held 
fast in its conviction that there should be 
no Hanford generating facility at all. 
Once again the House voted 251 to 155 
to reject even the half-a-loaf Senate pro- 
posal and the authorization once again 
traveled back across the Capitol to the 
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Senate side. At this point there was little 
that the Senate could do other than to ac- 
cept the House bill. The session was rap- 
idly coming to an end and further in- 
sistence by the Senate on the Hanford 
plant or plants might have resulted in no 
AEC authorizations during the first ses- 
sion of the 87th Congress. 

The door was thus effectively slammed 
on the government ownership foot by 
the House. It was the group led by Repre- 
sentative Van Zandt, who recognized the 
potential threat of an ever-expanding fa- 
cility which would be fostered by accept- 
ing the compromises that at first glance 
seemed so palatable. One Senate member, 
who lined up with Representative Van 
Zandt, characterized the entire project as 
an “800,000-kilowatt teakettle.” It might 
be observed that as Representative Van 
Zandt’s opposition illustrated this was not 
the proverbial tempest in the teapot but 
involved a good many other economic and 
political considerations. 


A Down Payment on a Federal Grid 


O* the same day that the Hanford 

project was rejected the pork-barrel 
Public Works Appropriation Bill came 
before the House. This bill is traditional- 
ly all things to all men with a little politi- 
cal favor hidden away for the majority 
of the members of both houses of 
Congress. The almost $4 billion ap- 
propriated by this bill just about defies 
comprehension. Funds are included for 
the United States Bureau of Reclamation, 
Bonneville Power Administration, South- 
eastern Power Administration, South- 
western Power Administration, Atomic 
Energy Commission, and the Tennessee 
Valley Authority. The funds appropri- 
ated naturally act to the distinct advan- 
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tage of Congressmen whose districts are 
favored with some federal project. As 
every member of Congress knows it 
never hurts to go home to the constitu- 
ents with a new post office or a reclama- 
tion project tucked in the back pocket. 
It might be noted, in all fairness, that 
many of these special favor projects are 
needed and acceptable if not always nec- 
essary, but the bill itself is a potential 
catchall for any sort of proposal. The 
pressure feature is that when Congress- 
man Jones has been given his hard- 
fought post office, he is not inclined to 
vote against the entire bill, even if it 
also contains some other large project 
with which he heartily disagrees. This 
year just such a questionable proposal 
was enacted and the foot-in-the-door im- 
plications may be more serious and far- 
reaching than would have been the case 
had the Hanford proposal been enacted. 


HUS it was that this year the public 

works bill, when approved, con- 
tained funds for the first instalment of a 
vast all-federal power grid system. The 
Kennedy administration has long advo- 
cated such a grid and the President him- 
self has said that “federal transmission 
lines are a necessity” in order to “in- 
sure” that the federal investment in the 
Colorado storage project would be of 
benefit to the general public. “I believe,” 
he stated in a letter to Congress, “this 
project to be fundamental to a sound 
power policy and I sincerely hope that 
the Congress will approve the construc- 
tion item.” 

The House vote on the $4.2 million 
transmission line was brought up on a 
Republican-backed amendment during 
consideration of the $3.9 billion pork- 
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barrel public works bill, which most 
Congressmen were anxious to pass be- 
cause it contained so many items of local 
benefit. This would pay for only a few 
hundred miles of lines connecting fed- 
eral dams in five western states. But the 
implications went much further. Using 
the familiar foot-in-the-door approach 
which has been most effective over the 
years, the government ownership forces 
thus succeeded in obtaining congressional 
commitment to a vast 2,000-mile federal 
transmission system, linking three fed- 
eral dams in five western states at an 
ultimate estimated cost of $176 million. 


Ks the 2,000-mile federal grid pro- 

posal is only a prelude to more 
grandiose plans of the government own- 
ership forces, involving tens of thou- 
sands of miles of line. These would 
eventually include extremely high-volt- 
age lines, to send power as a substitute 
for shipments of coal, gas, or oil over 
vast distances, and to connect all geo- 
graphical areas, even the industrial east- 
ern seaboard. 





In a countermove, the Edison Elec- 
tric Institute announced private electric 
utility industry plans to spend $8 billion 
over the next ten years to build 100,000 
miles of transmission lines. An Interior 
Department task force, headed by 
Bonneville Power Administrator Luce, 
was expected to report by November Ist, 
recommending an intertie between the 
Bonneville and Central Valley projects. 
Western electric companies testified that 
the federal grid system is unnecessary 
and wasteful duplication. 


Skew Senate and House both finally 
passed and sent on to the President 
the $3.9 billion Public Works Appropria- 
tion Bill, which provided funds for the 
construction of an all-federal transmis- 
sion system for the Colorado river power 
storage project. Passage of the bill came 
after a joint Senate-House conference 
agreed on how to compromise the $278 
million difference between the Senate 
and ‘House versions of the appropria- 
tions measure. The inclusion of the trans- 
mission line project in the final bill was 
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considered a victory for government 
power interests. The conferees finally 
voted to allow $13.6 million for initial 
construction of the $176 million federal 
network. The conferees’ report, and the 
final versions of the bill, knocked out 
earlier language of the Senate Appro- 
priations Committee report which had 
directed the USBR to negotiate with in- 
vestor-owned utilities seeking to build 
the lines. The committee had requested 
that no part of the $13.6 million be used 
for lines which five private utilities were 
seeking to build. 

Secretary of the Interior Udall, under 
the power given him in the bill’s final 
language, may still negotiate with the 
investor-owned power companies, if he 
wishes. But it seems unlikely that he will 
do so. The wording of the bill says that 
federal funds are to be used “unless the 
Secretary of the Interior finds it prac- 
ticable and in the national interest to 
enter into wheeling agreements with 
private power interests.” 


Electrical Highway Envisioned 


N the view of the government power 

bloc, such lines would serve both 
public power and the investor-owned 
utilities, although they readily admit that 
only the federal government could af- 
ford to finance such a huge project. Such 
grid would serve as a literal nation-wide 
highway for electricity. Coal, gas, and 
oil might be “transported” in the form 
of electricity rather than in its natural 
state. The proponents of the grid feel 
that it is cheaper to thus send power 
from the fuel source to the area of need 
than it is to transport the fuel itself. 
“Coal by wire” is the picturesque name 
of the idea of mouth-of-mine generat- 
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ing plants which goes back to the days 
of the late Republican Governor Pin- 
chot of Pennsylvania in the mid-twenties. 


One of the factors in the government 
ownership advocate’s argument in favor- 
ing a grid is the surplus power generated 
by projects such as Bonneville. The fed- 
eral transmission grid would answer this 
problem by transporting the surplus 
power away from the Bonneville area to 
some other center which is in want of 
power. This, of course, answers the crit- 
ics who point to the surplus power being 
developed and not used but it does not 
entirely answer the investor-owned util- 
ities’ claim that they can do the same 
job without the federal government, and 
pay taxes to boot. 


HE investor-owned utilities have 
long recognized the economic ad- 
vantages of huge power-generating facil- 
ities and interchanges among power sys- 
tems. Hence, the announced plans of the 
Edison Electric Institute for the expend- 
ing of some $8 million for the construc- 
tion of 100,000 miles of transmission 
lines in the next ten years. All of this, 
of course, is without any aid from the fed- 
eral government. All of this, too, antici- 
pates the payment of taxes to the gov- 
ernment which would not in this case 
be the case with a government operation. 
The government power advocates, in 
backing the all-federal grid which was 
contained in the public works bill, use 
another controversial line of reasoning 
regarding power production in_ this 
country. They frequently aver that our 
development of new hydroelectric sites 
is declining and that in the addition of 
new power-generating potential, Russia 
is catching up with us. The use of sta- 
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tistics concerning Russia is, of course, 
a sensational gambit since there is hard- 
ly a person in America who does not 
harbor some fear that we may, indeed, 
be falling behind the U.S.S.R. in cer- 
tain vital fields. However, these two ar- 
guments used by the government power 
advocates just fail to hold water when 
examined out of the “fear” context. 


Russian versus U. S. Power 
Development 


- the first place, it is perfectly true 
that the majority of the available 
sites already have been developed. In 
Russia they have not and it is not at all 
surprising that our cold war enemy is 
trying to develop her valuable natural 
resources. But actually she is only trying 
to catch up to a position we passed years 
and years ago. 

An illustration of America’s full de- 
velopment of hydroelectric sites is the 
recently enacted Delaware River Com- 
pact. The Delaware is one of the last 
major rivers in the East which has not 
been fully exploited. There are also still 
some choice sites on the Snake and upper 
Columbia rivers. But in the Delaware 
basin the hydroelectric potential is so 
low that the public versus private power 
argument hardly existed. The river wants 
development in such areas as flood con- 
trol, water conservation, recreation, etc., 
but power developed will be insignifi- 
cant. 

The overall argument (that Russia is 
catching up to us in power production) 
is equally spurious. Russia has made vast 
strides in power production; however, all 
of her needs are not as yet satisfied. We, 
on the other hand, produce enough 
power for all of our wants. Her percent- 


age rise on an annual progress chart 
looks impressive simply because she vir- 
tually started from scratch in the late 
twenties and early thirties when our 
electricity, both steam and hydro, was 
well along. 


ie areas of Russia are still without 
electricity and there is a natural rush 
to produce more power to supply these 
areas—consumers as well as industrial. 
It would be imprudent, to say the least, 
for us to produce vast amounts of power 
which would go begging for us. Still the 
government power bloc uses these and 
other similar arguments to urge ever 
more federal activity in the electric 
power field. In Congress it must be said 
that there was quite substantial opposi- 
tion to the all-federal transmission. Rep- 
resentative Jensen (Republican, Iowa) 
introduced an amendment to cut the ap- 
propriation for the transmission system. 
His proposal wouid have removed cer- 
tain sections of the system, leaving about 
35 per cent of it for federal construc- 
tion. Representative Jensen contended 
that the whole future of private enter- 
prise might well be at stake in the de- 
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cision. In opposition to Jensen, Repre- 
sentative Kirwan (Democrat, Ohio) in- 
sisted that permitting the investor-owned 
utilities to build such a project would 
permit these companies to cash in on 
vast government investment in power 
dams and generating facilities at tre- 
mendous extra cost to the taxpayers. 


Grab Bag Bill Wins Out 


eon ergmeeed all of the debate on the 
public works bill centered around the 
federal power grid and when Represent- 
ative Jensen’s amendment to cut down 
the federal participation in the project 
failed by a teller vote of 135 to 114, the 
entire legislative package was enacted— 
power grid, “pork barrel,” and all. It is 
at least fair to assume that without the 
rush and push type of pressure which 
such legislation always exerts on indi- 
vidual Congressmen, the result in any 
vote on the merits of the transmission, 
as such, might have been otherwise. 
This great big grab bag bill, however, 
with its inescapable accompaniment of 
high pressure to take it or leave it, effec- 
tively put the foot in the door. As Rep- 
resentative Van Zandt forecast for the 
Hanford project, it can be expected that 
next year further funds will be almost 
certainly asked for the power grid. It 
may seem odd that the House should 
remain so solidly opposed to the federal 
government entering into the power busi- 
ness at Hanford and yet be quite willing 


to go along with the all-federal trans- 
mission grid. The answer seems to point 
up the distinction just mentioned. There 
is a basic difference between an atomic 
energy authorization bill and a pork-bar- 
rel Public Works Appropriation Bill. 
Private enterprise won its victory on the 
merits when the Hanford proposal was 
knocked down. But its defeat on the fed- 
eral transmission lines was simply part 
of an overall package that just had to 
be delivered—or else. From past legis- 
lative history it would seem now that 
this enactment is irrevocable and future 
difficulty irretrievable. 


NCE the foot is in the door it is always 

ajar to new requests. The feeling, 
among legislators, seems to be “Well we 
did it before why not again?” Some 
people believe there are very good rea- 
sons why it should not be repeated 
again. Only clearly informed legislators 
can reverse the tide and halt such gov- 
ernment activity in areas where there is 
continued reason for opposition on the 
merits of the programs under way. Such 
a reversal of socialistic trend has never 
happened before here in the United 
States nor anywhere else, for that mat- 
ter, except perhaps in postwar West 
Germany which recently returned its 
state-owned and highly successful Volks- 
wagen back to private enterprise. Per- 
haps there is a lesson here for all of us, 
if we want to see it. 





"ONE of the most striking failures in building a solid foundation = 
which our economy can expand is the lack of economic understanding 


among the nation's electorate." 


—A. J. BARRAN, 


President, General Telephone Company 
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The Independent Gas Producer 
Regulatory Experiment 


The author, an experienced and distinguished attorney, maintains 
that the attempt of the Federal Power Commission, forced upon 
it by the U. S. Supreme Court, to regulate gas producer rates has 
been worse than a failure. This is due, he submits, to the inherent 
nature of the situation, which imposes upon the commission a futile 
task in which it is licked before it starts. He earnestly urges a return 
to a free, unregulated economy in this important area of our natural 
resources. 


By CECIL E. MUNN* 


N this writer’s judgment, perhaps not 
unanimously shared but by no means 
unique, the Federal Power Commis- 

sion’s effort to regulate independent gas 
producers has been a complete failure and 
is not likely to improve. In my opinion 

*Partner, Cantey, Hanger, Johnson, Scarborough 


& Gooch, Fort Worth, Texas. For additional per- 
sonal note, see “Pages with the Editors,” 


we are no nearer to a solution of the prob- 
lem today than we have ever been. Wide- 
spread agreement of the failure of the gas 
producer regulatory experiment, at least 
to date, will be found; the more contro- 
versial question is the reason for the 
failure. 

In reporting on regulatory agencies last 
December to then President-elect Ken- 
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nedy, former Harvard Law School Dean 
James M. Landis cast his stone in these 
words: 


The Federal Power Commission 
without question represents the out- 
standing example in the federal gov- 
ernment of the breakdown of the ad- 
ministrative process.? 


A YEAR earlier Fortune magazine had 
published what many of us consid- 
ered a very biased and uninformed article 
bearing this inflammatory headline: 


A fumbling Federal Power Commis- 
sion, reluctant to tackle its job of 
regulation, has created confusion bor- 
dering on chaos.” 


The FPC itself, in finally announcing 
its considered rejection of the cost-of- 
service regulatory method for producers, 
also acknowledged the administrative col- 
lapse. It was in its recent Phillips opinion 
that the commission confessed: 


Thus, if our present staff were im- 
mediately tripled, and if all new em- 
ployees would be as competent as those 
we now have, we would not reach a 
current status in our independent pro- 
ducer rate work until 2043 A.D.— 
eighty-two and one-half years from 
now... .* 


And I do not believe there is much likeli- 
hood of tripling their staff at least until 
we raise the $20 billion needed to get a 
man on the moon. That project has more 
glamour. 


B” why the failure? Is it because the 
members of the commission have 
been stubborn or stupid or biased or lazy? 
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That was Dean Landis’ conclusion, ex- 
pressed in this somewhat more sophisti- 
cated language: 


These defects stem from attitudes, 
plainly evident on the record, of the 
unwillingness of the commission to as- 
sume its responsibilities under the Nat- 
ural Gas Act and its attitude, sub 
stantially contemptuous, of refusing in 
substance to obey the mandates of the 
Supreme Court of the United States 
and other federal courts.‘ 


Gas Industry Attacked 

HAT accusation is grossly unfair and, 

I believe, completely inaccurate! To 
my mind it is unfortunate in the extreme 
that public servants, trying conscientious- 
ly to serve the American people, must 
endure such lambasting, particularly when 
it comes almost with the dignity of presi- 
dential approval. The charge that the lack 
of an administrative solution to the prob- 
lem is attributable to the weakness of the 
administrators rather than to the nature 
of the problem itself reflects a misplaced 
confidence in the administrative process 
as a panacea for whatever ills confront 
us. No, the difficulty is much deeper than 
indicated by such caustic charges of inept- 
ness in office. It is best seen by focusing 
the problem in its historical perspective, 
unduly abbreviated, of course, because of 
time limitations. 

In the Panhandle Eastern opinion, is- 
sued April 15, 1954,5 the commission 
carefully considered for the first time 
whether the cost-of-service regulatory 
formula it was using to review pipeline 
company rates, under the broad statutory 
objective that they be “just and reason- 
able,” was appropriate as applied to the 
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gas produced by the pipelines as an inci- 
dent to their main transmission function. 
The study compelled a negative answer 
just as Mr. Justice Jackson had prophe- 
sied earlier. The fairness of the cost-of- 
service approach is premised on the ex- 
istence of a reasonably predictable rela- 
tionship between the amount of expendi- 
tures of the regulated company and the 
amount of service thereby provided. But, 
as to the exploration for and production 
of natural gas, any such premise is 
demonstrably false. 


Decision Reversed 
|= city of Detroit appealed that 
decision and the court of appeals 
for the District of Columbia circuit re- 
versed the commission, holding that this 
conventional rate base approach must be 
used “at least as a point of departure” 
and further prescribing what has proved 
to be an impossible requirement for a 
quantitative showing of the necessity for 
the precise amount of such “departure.” 
Of course, a judicial requirement that is 
impossible to meet is not really a require- 
ment at all—rather it is a prohibition. 
Thus, for all practical purposes, that 
court held that pipeline rates for their 
own gas production had to be fixed by 
the cost-of-service formula—even though 
the result could be to require the owner 
of the gas to pay the purchaser for 
taking it.® 
While the Panhandle Eastern case was 
pending on appeal, the task of regulating 
the price at which independent producers 
sell to interstate pipelines was foisted on 
to the commission by the Supreme 
Court.° And the independent producer, 
by definition, had no pipeline to serve 
as the basis for a cost-of-service calcu- 


lation. Hence, the application of that 
type of regulatory formula to him would 
seem to be the reductio ad absurdum. 
The late Commissioner Stueck once de- 
scribed it as “an effort to play baseball 
by football rules.” Can you conceive of 
any less fruitful undertaking? But if not 
that regulatory method, what other? 
There is the focal problem. It is still 
not solved and the appellate courts have 
provided no guidance with sufficient pre- 
ciseness to be used as tools of decision 
by the commission.’ 


Conflicting Testimony 


HE question to be answered was 

what types of evidence would prove 
a 21-cent price, for example, to be just 
and reasonable and a 20-cent or 22-cent 
price not to be. The commission dug in. 
It issued a notice in Docket R-142 in- 
viting suggestions from all concerned for 
a proper method of evaluating independ- 
ent producer prices. Spokesmen for the 
producers insisted that the FPC use a 
current market price standard, arriving 
at a fair value for this commodity they 
were selling. The antiproducers advo- 
cated the cost-of-service formula. The 
commission, obviously feeling it was be- 
ing asked to choose between abdication 
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of regulation, on the one hand, and un- 
justifiable regulation, on the other, chose 
neither.” 

It may be said to its everlasting credit 
that the real reason the FPC has not 
announced a regulatory method for inde- 
pendent producers is its obvious convic- 
tion that inherent in the assignment of 
regulatory responsibility is the over- 
riding mandate to make sense. Except 
for reliance on the currently negotiated 
field prices established from time to time 
by the workings of our economy, the 
commission has been unable to find any 
measure of reasonableness which does 
make sense. But the courts have discour- 
aged rate review by reference to market 
price.” The result has been a total col- 
lapse of the administrative process in this 
area—not, as Mr. Landis believes, be- 
cause the commissioners do not want to 
do the job, but because they do not know 
how! 


N this wilderness, the FPC started set- 

ting hearings in the individual pro- 
ducer rate cases in the hope that some- 
thing might turn up."* With candor, 
which I trust will not be confused with 
hostility, I must say the commission’s 
staff was not very helpful, because the 
range of their vision was too narrow. In 
the early § 4 rate increase cases, the 
producers introduced everything they 
could think of except cost of service. 
The staff consistently refused to offer 
any evidence and moved to dismiss on 
the ground that the producer had not 
met his yet-to-be-defined burden of 
proof. The motions were generally sus- 
tained.® As a result no discernible cri- 
teria emerged from the § 4 cases. 

In § 5 rate review cases, the burden 
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of proof is on anyone challenging a pro- 
ducer contract price, rather than upon 
the producer. Hence, the staff, as the 
leading adversary,” generally adduced its 
evidence first, but it was always restricted 
to cost-of-service calculations and noth- 
ing more. After wrestling with the pro- 
ducer rate problem for six and one-half 
years in the Phillips case, since its 1954 
remand by the Supreme Court, the com- 
mission issued its decision in September, 
1960, announcing, in effect, that its 
staff’s unrelenting efforts to apply a cost- 
of-service approach to producers had all 
been a waste of time, except perhaps to 
the extent that the applications of the 
method serve as a clear-cut horrible 
example! 


The Phillips Decision 
A the long-awaited “test case,” the 


Phillips opinion produced two ma- 
jor conclusions: First, that the cost ap- 
proach is “not a sensible, or even a 
workable, method of fixing the rates of 
independent producers” and is one which 
“will produce fallacious results.”?” Sec- 
ond, to the consternation of those who 
had prejudged the issue and somehow 
subjectively decided that current pro- 
ducer prices are above a “just and rea- 
sonable” level, the commission revealed 
that its multitude of cost studies “show 
that gas has been, in almost all instances 
substantially underpriced.”® 

With the Phillips case going strong in 
the first ring, the main act of the circus 
proceeded with the “Tennessee Com- 
plaint Cases” in the second ring. 

Because much of the anticipated evi- 
dence in those related proceedings would 
simply be repeated sixteen times if they 
were all heard separately, the commission 
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consolidated a number of them, for the 
introduction of evidence common to all, 
into the “omnibus” hearing. The Federal 
Power Commission reported to the Con- 
gress that it had high hopes for this 
massive undertaking.’ The hearing ad- 
journed on March 31, 1959, about two 
and one-half years ago, but to date there 
has been no decision of any of the cases 
included in the omnibus hearing and, 
now that we have entered the “area 
price” era, none appears likely. 


Area Pricing Formula 

HE press has widely asserted that 

the FPC has solved the producer 
regulatory problem by the establishment 
of “area price standards” or by the an- 
nouncement of an “area pricing for- 
mula.” Even some courts have been sim- 
ilarly misled.” In my judgment nothing 
could be further from the truth. Area 
prices are not a “standard” or a “for- 
mula” at all. Not a single “area price” 
has been determined by any criterion to 
be “just and reasonable.” The first area 
price hearing was ordered for the Per- 
mian basin. The New York Public Serv- 
ice Commission describes the process as 
an “uncharted jungle” and I find that 


difficult to dispute.2? At the recent con- 
clusion of the first area prehearing con- 
ference in Midland, Texas, Chief Ex- 
aminer Marsh filed his report with the 
commission, observing : 


The principal causes for the failure 
of the conference to achieve more 
meaningful results were first, the un- 
certainty as to what evidence would 
be desired and, secondly, inadequacy 
of preparation. 


Of course, the second cause is a direct 
result of the first. It is very difficult to 
prepare evidence until one knows what 
evidence to prepare. Since then the plot 
has thickened. With an industry, a staff, 
and a presiding examiner completely con- 
founded as to what to do in an area 
hearing, the FPC has now compounded 
the confusion by scheduling a second 
area hearing in south Louisiana and 
promising to schedule five more in 1962.¥ 
Perhaps the ultimate in the massive ap- 
proach will come from the realization 
that much of the evidence at the area 
hearings will inevitably be duplication 
that could be obviated by the scheduling 
of an “omnibus area hearing.” The 
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necessity for such an unmanageable gi- 
gantic nation-wide hearing to review the 
price of gas in any given producer con- 
tract should provide further proof of 
the total ineffectiveness of the adminis- 
trative process in this area. 


O™ other chapter in the story de- 

serves brief reference. In February 
of 1956 the U. S. Supreme Court took 
occasion to point out that the Natural 
Gas Act did not contemplate rate fixing 
by the FPC but only a review of rates 
which would be fixed initially by agree- 
ments between buyers and sellers.** But 
in June of 1959 they retreated from that 
statutory interpretation by effectively 
imposing upon the FPC the burden of 
initial rate making before issuance of the 
certificate authorizing a new sale.” And, 
as if the lack of any recognizable sub- 
stantive content to the statutory phrase 
“just and reasonable” (when applied to 
independent producers) were not suffi- 
ciently perplexing, the court created a 
second baffling concept. The commission 
was told that, in certificating a producer 
sale, it need not concern itself with de- 
termining what price is “just and reason- 
able” but it should simply decide what 
price is “in keeping with the public in- 
terest.” To date nobody really under- 
stands what that denotes.®” 


Is There a Solution? 


oo then is the escape from such 
a regulatory labyrinth?® For the 


FPC, the former chairman testified 
earlier this year: “Congress should con- 
sider specifically the question of a rate 
formula applicable to independent pro- 


ducers... .””° A gas bill might help but 
this is not truly the answer. If the FPC, 
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with all its accumulated expertise, does 4 
not know how to contrive such a formula, | 
what makes anyone think a group of | 
Congressmen, necessarily removed from | 
the problem, could do any better? : 

This writer suggests that ultimately 
two courses will be open: One road is | 
simply to return to the free American | 
economy, reaffirming our faith in the 
system of private pricing of commodi- 
ties®® with which this country has risen 
to its present leadership of the free world. 
That would probably take more courage 
than exists in today’s political climate, 
but there is a long row ahead. It will be 
recalled that many feared all sorts of 
dire consequences from the termination 
of federal rent control in the early days 
of the Eisenhower administration, but 
the nation is better off for it. And the 
voices of despair proved more pathetic 
than prophetic. The other road will lead 
to arbitrary control in which gas at the 
wellhead is priced by the presumably en- 
lightened whim of the regulators and 
without any really objective criteria. 
Such administrative fiats would probably 
be judicially characterized as the product 
of the “expert judgment factor,” but 
would be effectively immune from re- 
view because not based upon any stand- 
ards. 


HE commission would thus become 

a king who could do no wrong. This 
latter avenue is already being advocated 
at alarmingly high levels in our govern- 
ment and such recommendations are 
aggravated because coupled with the in- 
sistence that the commissioners to wield 
the ax should be men of power and 
dedication rather than wisdom and im- 
partiality. The absence of rational regu- 
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tion may be obscured by “getting 
tough” and appointing commissioners 
who are predisposed to lean heavily on 
one side of the scale that they are sup- 
posed to balance, but that is all we can 
expect from such an approach. It is in- 
compatible with our traditional concept 
of a government of laws and not of men. 

The attempt of the federal government 
to regulate the price of gas at the well- 
head has, however, served one useful 
purpose—it has demonstrated that the 
administrative process simply is not 
adaptable as a substitute for all our eco- 
nomic functions. In the long run our 
free enterprise system will do the job 
better and this nation’s energy require- 
ments will be met at the lowest prices 


necessary for the purpose. This capital- 
istic economy of ours has done the best 
job of pricing commodities of all the 
systems yet devised by man. 


S Saves are many people in the world 
today who condemn as ineffective 
both our economy and our concept of 
private ownership of natural resources. 
In my judgment they are wrong. 
Whether I burn gas as a consumer or 
sell it as a producer, I know that my 
long-term interests, and those of my 
country, will best be served by a forth- 
right recognition that the administrative 
process is far less effective than the 
American system of private commodity 
pricing. 
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necessity for such an unmanageable gi- 
gantic nation-wide hearing to review the 
price of gas in any given producer con- 
tract should provide further proof of 
the total ineffectiveness of the adminis- 
trative process in this area. 
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serves brief reference. In February 
of 1956 the U. S. Supreme Court took 
occasion to point out that the Natural 
Gas Act did not contemplate rate firing 
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the nation is better off for it. And the 
voices of despair proved more pathetic 
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Such administrative fiats would probably 
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would be effectively immune from re- 
view because not based upon any stand- 
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ment and such recommendations are 
aggravated because coupled with the in- 
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lation may be obscured by “getting 
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who are predisposed to lean heavily on 
one side of the scale that they are sup- 
posed to balance, but that is all we can 
expect from such an approach. It is in- 
compatible with our traditional concept 
of a government of laws and not of men. 

The attempt of the federal government 
to regulate the price of gas at the well- 
head has, however, served one useful 
purpose—it has demonstrated that the 
administrative process simply is not 
adaptable as a substitute for all our eco- 
nomic functions. In the long run our 
free enterprise system will do the job 
better and this nation’s energy require- 
ments will be met at the lowest prices 


necessary for the purpose. This capital- 
istic economy of ours has done the best 
job of pricing commodities of all the 
systems yet devised by man. 
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today who condemn as ineffective 
both our economy and our concept of 
private ownership of natural resources. 
In my judgment they are wrong. 
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sell it as a producer, I know that my 
long-term interests, and those of my 
country, will best be served by a forth- 
right recognition that the administrative 
process is far less effective than the 
American system of private commodity 
pricing. 


Footnotes 


1 James M. Landis, “Report on Regulatory Agen- 
cies to the President-elect,” submitted by the chair- 
man of the Subcommittee on Administrative Prac- 
tice and Procedure to the Committee on the 
Judiciary of the United States Senate (December, 
1960), p. 54. He referred to the regulation of nat- 
ural gas as “the most dismal failure in our time 
of the administrative process” (p. 58). 

2“The Unnatural Problems of Natural Gas,” by 
Richard Austin Smith, Fortune (September, 1959) 
p. 120. 

8Re Phillips Petroleum Co. Opinion No. 338, 
issued September 28, 1960, 35 PUR3d 199. 

4Landis, supra Note 1, at p. 55. 

, ia Re Panhandle Eastern Pipe Line Co. 3 PUR3d 


6In Federal Power Commission v Hope Nat. 
Gas Co. (1944) 320 US 591, 51 PUR NS 193, 
88 L ed 333, Mr. Justice Jackson wrote a classic 
dissent, concurred in and applauded by Mr. 
Justice Frankfurter. The farsightedness of that 
opinion seems almost prophetic in the light of sub- 
sequent developments. His language is worth re- 
calling because of its particular helpfulness im un- 
derstanding why the Federal Power Commission 
has bogged down in trying to regulate producers 
by a rate base approach. 

7City of Detroit v Federal Power Commission 
(CA DC 1955) 97 US App DC 260, 11 PUR3d 
113, 230 F2d 810, 817, cert. den. 325 US 829: 


If the commission contemplates increasing 
rates for the purpose of encouraging exploration 
and development, or the ownership by pipeline 


companies of their own producing facilities, it 

must see to it that the increase is in fact needed, 

and is no more than is needed, for the purpose. 

8 See City of Detroit v Federal Power Commis- 
sion, supra, at 813, footnote 6 in the opinion, where- 
in the court observes that the allowance for Pan- 
handle Eastern’s produced gas, as computed by the 
staff, was a minus 1.24 cents per Mcf. 

9 Phillips Petroleum Co. v Wisconsin (1954) 347 
US 672, 3 PUR3d 129, 98 L ed 1035. On May 25, 
1961, Chairman Kuykendall, testifying on behalf 
of the commission before the Senate Commerce 
Committee, holding hearings on S 666 observed: 


Furthermore, much of the difficulty in apply- 
ing the Natural Gas Act to independent pro- 
ducers arises because that statute was not drawn 
with the operations of the producing phase of 
the industry clearly in mind. 


This is no doubt a tactful way of alluding to the 
subst intial school of thought which holds that the 
Suprzme Court’s decision in the Phillips case was 
commetely erroneous and that Congress never in- 
tended to regulate sales by independent producers 
and so did not consider them at all at the time of 
enacting the statute, “clearly” or otherwise. The 
Federal Power Commission had so construed the 
statute for sixteen years prior to the court’s de- 
cision in that case. 

10E.g., cf. the language of the Supreme Court, 
speaking through Mr. Justice Clark, in an opinion 
which saddled the commission with the task of 
initial rate fixing as well as review of rate in- 
creases, Atlantic Refining Co. v New York Pub. 
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Service Commission (1959) 360 US 378, 29 PUR- 
3d 70, 3 L ed 2d 1312, 1319, 1320: 


Even though the commission did march up the 
hill only to march down again upon reaching the 
summit we cannot say that this about-face de- 
prived it of jurisdiction. 

* * * 


This is true because the delay incident to deter- 
mination in § 5 proceedings through which initial 
certificated rates are reviewable appears nigh in- 
terminable. . . . This long delay, without the pro- 
tection of refund, as is possible in a § 4 proceed- 
ing, would provide a windfall for the natural gas 
company with a consequent squall for the con- 
sumers. 


In directing the commission as to what it should 
do in a certificate proceeding, because of the siug- 
gishness of its rate procedure, the court went on to 
require “a most careful scrutiny and responsible 
reaction to initial price proposals of producers 
under § 7.” 

11Qn December 1, 1955, the commission issued 
an order terminating the proceedings in Docket No. 
R-142 and said: 


. . the information gained in this proceeding 
convinces us that, on the basis of the record 
herein, we should not lay down any rules as to 
what would be necessary or appropriate for con- 
sideration in determining the just and reasonable 
rates of independent producers subject to our 
jurisdiction under the Natural Gas Act. 

12 See, e.g., Bel Oil Corp. v Federal Power Com- 
roger (CASth 1958) 24 PUR3d 512, 255 F2d 


. .. We do not hold that evidence of field price 
is irrelevant. We do hold that evidence of un- 
regulated prices in the field is not sufficient to 
warrant a finding by the commission that a price 
comparable to them is just and reasonable within 
the intendment of the Natural Gas Act... . 


The court went on to say, however: 

The regulation of the prices at which thou- 
sands of “natural gas companies” may sell to the 
pipeline companies is a difficult one at its best. 
It is a field which in many respects requires new 
formulas to test what is just and reasonable. 


But no court has given any help in devising the 
necessary “new formulas” nor has the commission 
been able to devise them. 

18 This is a factual, not a derogatory, appraisal. 
They also do not know how to build a perpetual 
motion machine. That is no condemnation. The 
statement will continue to be true regardless of the 
identity of presidential appointments to the com- 
mission. 

14In Re Transcontinental Gas Pipe Line Corp., 
order denying applications for rehearing, issued 
October 31, 1958, 20 FPC 571, 572: 


. . . Actually, however, no definitive tests have 
as yet been evolved for fixing the just and rea- 
sonable rates of independent producers, although 
rate proceedings to this end are in progress. 
(Emphasis added.) 
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15 The leading case in this series is Re Union Oil 
Co. of California (FPC 1956) 16 PUR3d 112. On 
appeal, the decision was reversed by the fifth cir- 
cuit, not because of any basic disagreement with 
the conclusion of the commission that the proof 
offered was insufficient, but apparently because of 
a belief that the producer was entitled to know in 
advance of hearing what proof requirements he was 
expected to meet. The opinion is reported sub nom. 
Bel Oil Corp. v Federal Power Commission (CA 
5th 1958) 24 PUR3d 512, 255 F2d 548, 555: 


The petition is granted to the extent that the 
commission is directed to reopen these proceed- 
ings to afford petitioners reasonable opportunity 
to adduce such evidence as they may be advised 
is relevant to the inquiry whether the proposed 
rate of 16 cents plus one cent state tax is just 
and reasonable. . . . (Emphasis added.) 


It is this writer’s opinion that the italicized 
language contemplated advice by the commission. 

16 Commissioner Connole, dissenting in Re Sea- 
board Oil Co. (FPC 1958) 23 PUR3d 1, expressed 
a rather idealistic view of the staff’s position in 
proceedings before the commission: 


. . . Our staff has no existence apart from the 
commission, They are not competing adversaries, 
pitted against applicants before the critical eyes 
of the commission. Rather they att as our eyes 
and ears and fingers, probing and reaching for 
the truth. 


In practice it does not work out that way. Ex- 
perience in rate proceedings before the commission 
dispels any belief that the staff is something less 
than a formidable adversary to the producers, As 
lawyers, we are of course used to the adversary 
system, and a description of the staff as an “ad- 
versary,” which I believe to be accurate, is not 
malicious or uncomplimentary. It is an appraisal of 
the administrative process as it actually works. 

17 Re Phillips Petroleum Co., Opinion No. 338, 
35 PUR3d 199: 


In his concurring opinion in Colorado Inter- 
state Gas Co, uw Federal Power Commission 
(1945) 324 US 581, 610, 58 PUR NS 65, &... 
Justice Jackson anticipated the chaos of such a 
situation when he stated [at page 610]: 


“To let rate base figures, compiled on any of 
the conventional theories of rate making, govern 
a rate for natural gas seems to me little better 
than to draw figures out of a hat. These cases 
confirm and strengthen me in the view I stated 
in the Hope Natural Gas Company case [320 
US 591, 51 PUR NS 193, 88 L ed 333, 64 S Ct 
281] that the entire rate base method should be 
rejected in pricing natural gas, though it might 
be used to determine transportation costs. These 
cases vividly demonstrate the delirious results 
produced by the rate base method. These orders 
in some instances result in three different prices 
for gas from the same well. The regulated com- 
pany is a part owner, an unregulated company 
is a part owner, and the landowner has a royalty 
share of the production from certain wells. The 
regulated company buys all of the gas for its 
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interstate business. It is allowed to pay as oper- 
ating expenses an unregulated contract price for 
its co-owner’s share and a different unregulated 
contract price for the royalty owner’s share, but 
for its own share it is allowed substantially less 
than either. Any method of rate making by which 
an identical product from a single well, going to 
the same consumers, has three prices dep 
on who owns it does not make sense to me, . 


18 Phillips opinion, supra, 35 PUR3d 199: 


This fact is now abundantly clear: Regard- 
less of variations in allocation methods, allow- 
ance for incentives, and other disputed factors, 
computations of the cost of natural gas which 
have been presented in the many cases before us, 
show that natural gas has been, in almost all in- 
stances, substantially underpriced. 


Those experienced in the economics of the gas- 
producing industry were not surprised at this con- 
clusion, For example, Earl W. Pierson, a partner 
in Arthur Andersen & Co., testified in October of 
1958 in Re Champlin Oil & Refining Co. Docket 
Nos. G-9277 and G-9280 at p. 5066: 


Historically, gas moved from the position of a 
waste product to that of being considered a by- 
product of oil, and in some instances of the 
extraction of liquefiable hydrocarbons, so that the 
objective of management was still to recover such 


The costs determined by the most reasonable and 
logical methods should be accepted and placed in 
balance with other factors which the commission, 
at its command, may have to utilize in exercising 
its responsibility to review producer prices. 


191958 ‘Annual Report of the Federal Power 


Commission to the Congress of the United States, 
p. 78: 


The “omnibus” hearing was expected to assist 
the commission materially in meeting the diffi- 
culties inherent in the determination of just and 
reasonable rates for independent producers and 
in selecting appropriate methods and standards to 
be used in making such decisions. 


20 See the majority opinion in United Gas Im- 


provement Co. v Federal Power Commission (CA- 
5th) 39 PUR3d 16: 


. However, we take notice of the fact that 
the ‘log jam is now breaking, as witness the 
decision in the Phillips Petroleum Company 
case (1960) 24 FPC 537, 35 PUR3d 199, go 
it may be hoped that appropriate formulas for 
resolving the other § 4 cases may soon be forth- 
coming. The commission is at least making a 
strong bid to that end by the publication of its 
Area Price Level schedules. ... 


21 The commission’s Phillips opinion, supra Note 


3, is now on its way back through the courts again 
and is pending on appeal before the court of ap- 
peals of the District of Columbia. In its brief filed 
therein, the New York Public Service Commission 
set forth its appraisal of the future of area prices: 


revenue as could be incidentally picked up through 
the sale of the gas. With the further progress of 
industry in the design of feasible means of long- 
distance gas transmission, gas has advanced from 
the status of a by-product to the status of a joint 
product. Through this period of transition gas 
has been historically sold under long-term con- 
tract commitments which have obviously had the 
tendency to restrain the degree of price accelera- 
tion that would have been present had gas been 
priced on a day-to-day basis as is the case with 
oil. Because of that economic history, it is, im my 
opinion, quite possible that gas is today in fact 
selling below its cost and that it is underpriced 
in comparison with the other hydrocarbon prod- 
ucts. 


At the present time there is no formula for 
such type of rate making nor any standards for 
the determination of what evidence . . . should 
be produced . .. or for the determination of 
just and reasonable area rates . . . The entire 
process is an uncharted jungle. 


22In Re Area Rate Proceeding Docket No. AR- 
61-1, presiding examiner’s report of prehearing 
conference, issued May 26, 1961, p. 16. 


28 The prehearing conference in the south Louisi- 
ana area hearing, Docket No. AR61-2, was held 
June 26, 1961. The plans for the five additional 
hearings i in 1962 were revealed in a letter of May 5, 
1961, sent by the Federal Power Commission to 
the House Appropriations Subcommittee, which is 
considering the FPC appropriation for fiscal 1962. 


24 United Gas Pipe Line Co. v Mobile Gas Serv- 
ice Corp. (1956) 350 US 332, 341, 12 PUR3d 112, 


Based on the same background of intimate fa- 
miliarity with this basic industry, Stanley P. Porter, 
a partner in Arthur Young & Company, who had 
conducted a study of “industry costs,” had testified 
in the omnibus hearing, In the Matter of Champlin 
Oil & Refining Co. et al. Docket Nos. G-9277 et al., 
at p. 3410-LC: 


I have not changed my opinion about the in- 


appropriateness of attempting to fix the price of 
gas, in the field, based upon a determination of 
its cost. However, I have concluded that, if this 
commission voluntarily or involuntarily decides 
to use a determination of costs, it must recognize 
that it is thereby accepting the responsibility of 
undertaking one of the most complex cost ac- 
counting problems ever presented to a regulatory 
agency. It must also recognize that it will prob- 
ably find gas costs generally to exceed current 
market prices for gas and that such fact must 
not be permitted to serve as a reason for using 
improper or illogical cost accounting methods. 
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100 L ed 373, 385, 386: 


. These sections are simply parts of a single 
statutory scheme under which all rates are estab- 
lished initially by the natural gas companies, by 
contract or otherwise, and all rates are subject 
to being modified by the commission upon a find- 
ing that they are unlawful. The act merely de- 
fines the review powers of the commission and 
imposes such duties on natural gas companies as 
are necessary to effectuate those powers; it pur- 
perts neither to grant nor to define the initial 
rate-setting powers of natural gas companies. 
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The powers of the commission are defined by 
§§ 4(e) and 5 (a). The basic power of the com- 
mission is that given it by § 5(a) to set aside 
and modify any rate or contract which it deter- 
mines, after hearing, to be “unjust, unreasonable, 
unduly discriminatory, or preferential.” This is 
neither a “rate-making” nor a “rate-changing” 
procedure. It is simply the power to review rates 
and contracts made in the first instance by nat- 
ural gas companies and, if they are determined 
to be unlawful, to remedy them. 


* * * 


In short, the act provides no “procedure” 
either for making or changing rates; it provides 
only for notice to the commission of the rates 
established by natural gas companies and for 
review by the commission of those rates. The 
initial rate-making and rate-changing powers of 
natural gas companies remain undefined and un- 
affected by the act. (Italics by the court.) 


25 Atlantic Refining Co. v New York Pub. Serv- 
ice Commission (1955) 360 US 378, 390, 29 PUR3d 
70, 3 L ed 2d 1312 


It is true that the act does not require a de- 
termination of just and reasonable rates in a § 7 
proceeding as it does in one under either § 4 or 
§ 5. Nor do we hold that a “just and reasonable” 
rate hearing is a prerequisite to the issuance of 
producer certificates. What we do say is that the 
inordinate delay presently existing in the proc- 
essing of § 5 proceedings requires a most careful 
scrutiny and responsible reaction to initial price 
proposals of producers under § 7 


26 [bid. 29 PUR3d 70, 79: 

Where the proposed price is not im keep- 
ing ‘with the public interest because it is out of 
line or because its approval might result in a 
triggering of general price rises or an increase 
in the applicant’s existing rates by reason of 
“favored nation” clauses or otherwise, the com- 
mission in the exercise of its discretion might 
attach such conditions as it believes necessary. 


27 Compare Judge Brown’s analysis of the lan- 
guage, supra Note 20, 39 PUR3d 16, 27: 


... The term “out of line’—nowhere found in 
the Natural Gas Act—is a handy colloquialism 
which, if it means anything at all, must convey 
the connotation of the more familiar term “abuse 
of discretion”—i.e., is the proposed increase so 
great as to indicate arbitrary action without rea- 
sonable support in the practicalities of the regu- 
lated gas industry? 


with the construction placed on the court’s lan- 
guage by FPC Examiner Daniel J. Kelly in Re 
Valley Gas Transmission, Inc., Docket Nos. G- 
19618 et al., which equates a price that is “in 
keeping with the public interest” to one that “would 


probably be just and reasonable if tested by rate- 
making s vee Ny in a rate proceeding.” With still 
no determination of what “just and reasonable” 
means in this field, it will be interesting indeed to 
speculate about what “probably just and reasonable” 
means, 


28 A recent article in the Southwestern Law Jour- 
nal puts the question squarely up to those who say 
that regulatory price fixing for gas producers is 
better than contract price fixing. The author there 
advocates that all producer contracts be converted 
to tariffs which, of course, would mean that any 
producer could file a higher price at any time, just 
the same privilege that utilities have, subject to 
review by the commission, The argument seems 
perfectly logical tf we put more faith in the ability 
of the regulatory agency to fix a proper price than 
we do in the ability of the contracting parties. But 
I suggest that, if any such proposal should be 
adopted, the lack of any sensible regulatory criteria 
for independent producer rate making will only be 
emphasized. See “FPC Gas Tariff—Solution to the 
Rate Change Dilemma of the Independent Pro- 
ducer?” by Sterling W. Steves, 15 Southwestern 
Law Journal 46 (1961). 


29 Testimony of Jerome K. Kuykendall before 
the Senate Commerce Committee on S 666 hearings 
May 25, 1961. 


80 In its Phillips opinion, supra Note 3, 35 PUR3d 
199, the commission quoted with approval the lan- 
guage of Justice Harlan, dissenting in the recent 
case of Sunray Mid-Continent Oil Co. uv Federal 
Power Commission (1960) 364 US 137, 160, 34 
PUR3d 151, 169: 


...A pipeline performs a service akin to those 
traditionally performed by public utilities, The 
independent producer, on the other hand, is 
unique among the objects of public utility regu- 
lation because it is not engaged in rendering a 
service to the public in the conventional sense of 
that concept, but rather simply in selling a com- 
modity which it owns... . 


As a result of a U. S. Supreme Court decision 
on June 7, 1954, the Federal Power Commission 
has been attempting to set a price for a commodity. 
This is not the traditional function of a utility 
regulatory commission, A legitimate fear of many 
is that, if continued, this precedent will open the 
door for government price fixing of all vital com- 
modities, oil, coal, timber, gasoline, milk, bread, etc. 
One wonders particularly at the justification for 
this innovation against our traditional free economy 
price making when it is borne in mind that “less 
than 10 per cent of the price paid by home owners 
for their natural gas goes to gas producers.” Em- 
pire Trust Letter No. 57, p. 4 (November 30, 
1954), published by Empire Trust Company, New 
York city. 
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Washington and 


the Utilities 


Kuykendall Announces 
Resignation from FPC 


Wu a few months President Ken- 
nedy will have the chance to appoint 
his fifth nominee to the Federal Power 
Commission. This unprecedented oppor- 
tunity to name a “full house,” unequaled 
in any other Executive’s single year of 
office, came about when former Chairman 
Jerome K. Kuykendall, a Republican, an- 
nounced his resignation, effective next 
January Ist. 

This will give the President an FPC 
made up completely of his own choices, 
since Kuykendall, appointed by former 
President Eisenhower, was the sole re- 
maining holdover from the previous ad- 
ministration. Kuykendall’s resignation 
was not a surprise. It had been expected 
for some time that he would not serve 
the remainder of his term (until June, 
1962) since he announced at the begin- 
ning of September that he was stepping 
down from the chairmanship of the com- 
mission in favor of President Kennedy’s 
choice, Joseph C. Swidler, a Democrat. 
Kuykendall had been appointed to the 
FPC in 1953. Since there are already 
three Democrats on the commission 

















(Swidler, Howard Morgan, and Law- 
rence O’Connor), Kuykendall’s successor 
must be a Republican or at least an 
avowed non-Democrat. (Charles Ross is 
the other GOP commissioner. ) 

In his letter of resignation to President 
Kennedy, Kuykendall said he had spent 
nearly half of his life since law school 
in government service and wanted to go 
back into private law practice. 


jw same week that Kuykendall an- 
nounced his resignation, the FPC 
opened public hearings on the Permian 
basin area gas pricing case. The gas in- 
dustry is awaiting the outcome of the 
hearings, the commission’s most recent 
attempt to fix an area price ceiling on gas 
rates for an entire producing region, 
rather than by the lengthy well-by-well, 
or company-by-company, process which 
has resulted in an FPC bureaucratic log 
jam. 

Theoretically, the area rate hearings 
will put an end to lengthy rate cases, now 
decided by complex proceedings involving 
capital investment production costs, mar- 
ket analysis, competition, a fair rate of 
return, and the public interest. Under 
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the present system, rate cases drag on for 
years before any decision is reached. 
There are currently 4,000 applications 
pending representing gas bill increases to 
the consuming public of $165.7 million a 
year, 

One of the reasons why Kuykendall 
decided to resign at the first of the year, 
and to cut short his term by six months, 
was the open espousal, in September, by 
Swidler of the area price-fixing method. 
It was Kuykendall who initiated the area 
price system last year in an attempt to 
streamline the FPC’s gas producer case 
docket, and the fact that his successor is 
willing to carry on this policy may have 
been a factor in his early retirement. 


i¢ the middle of October, Morgan, fol- 
lowing the policy laid down by Swidler 
in September, came out strongly in favor 
of the area pricing system in an Abilene, 
Texas, speech. Morgan also said he hoped 
the area rate proceedings would con- 
tribute toward a simplified solution of 
the gas producer pricing problem. (For 
further light on the positions of Swidler 
and Morgan, see the “What Others 
Think” section of this issue, page 775.) 

The results of the Permian basin hear- 
ings could have far-reaching effects on 
natural gas consumer prices, company 
profits, and exploration for new sources 
of supply. Following the establishment of 
an area price, for example, for the entire 
Permian basin region, producers in that 
region could qualify for the ceiling rate 
merely by making application to the FPC. 

At the opening of the Permian basin 
hearings, the commission received writ- 
ten testimony and oral explanations from 
natural gas producers on its proposed 
method of fixing gas rates, which would 
fix a ceiling on rates for an entire pro- 
ducing region. 

For purposes of area rates, the FPC 
divided the country into 21 gas-producing 
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regions. Because of geography, proximity 
of markets, producing problems, and 
availability of pipelines, ceiling rates for 
each region will undoubtedly vary. 

Commission experts have been study- 
ing the gas industry for the impact of 
the new system since September, 1960, 
when it was first proposed by Kuykendall. 
The FPC has conducted preliminary in- 
quiries in two of the 21 regions—the off- 
shore area of Louisiana, and the Permian 
basin area in southwestern Texas and 
southeastern New Mexico. Presumably 
other public hearings will follow. 


I“ October natural gas industry execu- 
tives told the FPC that there was only 
enough discovered and deliverable natural 
gas on hand in the United States to last 
for ten to thirteen years at present con- 
sumption levels. However, analysts both 
inside and outside the gas industry 
pointed out that these estimates take into 
account only the current available supply, 
leaving out new finds on the one hand, 
and the future demand trend on the 
other. 

The ten- to 13-year estimates at first 
appear at variance with those reiterated 
by the American Gas Association during 
its annual convention recently in Dallas, 
Texas. The AGA put the natural gas in- 
dustry’s “life index” at twenty-one years. 
This was arrived at by dividing current 
proven reserves of 263.8 trillion cubic 
feet by annual output of roughly 13 tril- 
lion cubic feet. 

The gas industry officials pointed out, 
however, that the lower estimates refer 
to the deliverable portion of current re- 
serves; the remainder being difficult and 
possibly expensive to extract as well pres- 
sures decrease. 

At the FPC hearings, the gas represent- 
atives called for greater price incentives 
to reverse declining supply trends. They 
said the Permian basin has no more than 
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a six years’ supply for its service area, 
which includes California, the Midwest, 
and North Central states. 

Witnesses, representing about 50 pro- 
ducers, declared that while producing 
costs increase, exploratory efforts have 
declined more than 25 per cent in the last 
five years. Gas discoveries, they said, lag 
far behind growing consumer demand. 


¥ 


Some Legislation Will Have to 
Wait until January 


b fone the first session of the 87th 
Congress accomplished much _per- 
taining to the utility industry, it also left 
unfinished several important projects 
which will have to be resurrected in the 
second session starting in January. Hang- 
ing fire is the Burns Creek project au- 
thorization legislation (S 66, HR 36) 
which has been the subject of subcom- 
mittee hearings in both houses. However, 
the measure received no further action 
and did not get into committee. It ap- 
pears that. the project will have to be 
debated all over again in both houses 
when the second session gets under way. 

The House Committee on Interior and 
Insular Affairs back in July reported 
legislation (HR 2206) authorizing the 
$170 million multiple-purpose Fryingpan- 
Arkansas project in Colorado, but the 
measure did not reach the House floor 
before adjournment. The Senate did not 
get around to taking any action on a 
similar bill (S 284). 

While no specific action was taken to 
clear the pumped storage feasibility study 
bill (S 2460, HR 4809) after House 
committee hearings, the House Commit- 
tee on Appropriations authorized the De- 
partment of the Interior to spend $150,- 
000 for this purpose under the Public 
Works Appropriation Bill. The Senate 
Committee on Appropriations agreed on 
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this point, but the basic authorization 
legislation remains alive and will probably 
be taken up during the next session. 


,. still alive is President Kennedy’s 
plan to set up a council on resources 
and conservation in the White House. 
The proposal did not get out of com- 
mittee because of differences between two 
Senate bills on the same proposal. A bill 
(S 239) to create a Council of Resources 
and Conservation Advisers in the Presi- 
dent’s office was the subject of hearings 
before the Senate Committee on Interior 
and Insular Affairs, but the bill stalled at 
that point in the absence of administra- 
tion approval or support. The executive 
branch preferred a bill (S 2246) to create 
a Water Resources Council comprised of 
Cabinet members, to establish various 
river basin commissions, and to set up a 
federal grants-in-aid program for state 
and local water projects. The Interior 
Committee completed hearings on this 
latter bill, but it failed to be approved 
by the Committee on Public Works be- 
fore the end of the first session. This ap- 
proval was necessary before it could be 
sent on to the Senate floor. 

The Trimble bill (HR 8), which would 
liberalize criteria for evaluating federal 
water resources projects, remained in 
committee. The various tax reforms sug- 
gested by the President, including tax 
credit incentive, must await the next ses- 
sion also. 


» 


Colorado Transmission Lines 


an of the utility measures passed by 
the first session of Congress was the 
Public Works Appropriation Bill (HR 
9076), which provided funds for the con- 
troversial all-federal transmission system 
on the Colorado river storage project. In 
approving the funds the Senate Commit- 
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tee on Appropriations directed Secretary 
of the Interior Udall to negotiate on 
wheeling arrangements with the electric 
companies in the area that wished to build 
the transmission lines themselves. Subse- 
quently, the Senate-House conferees di- 
rected that the Secretary proceed with 
construction of the transmission lines 
unless he “finds it practicable and in the 
national interest to enter into wheeling 
agreements with private power interests.” 

The question of whether federal or in- 
vestor-owned power lines, or both, would 
be built for the Upper Colorado river 
storage project continued to command 
attention in Washington even after the 
Congress had passed the bill and it had 
been signed into law by President Ken- 
nedy. Udall said that he was not vet ready 
to name the lines which would be included 
in the federal “backbone” transmission 
system. He agreed, at a news conference, 
that this left the picture “rather muddy,” 
but he added that some decisions prob- 
ably would be announced in the near 
future. The Secretary explained that at 
that time he would announce which seven 
of the lines would be federal projects. 
He said the Interior Department plans 
negotiations with the investor-owned 
power companies, on a_ state-by-state 
basis, but he pointed out that there would 
be no “package proposition’”’ such as that 
presented to Congress by the electric com- 
panies which initially offered to construct 
the lines. Udall stated he anticipates a 
mixed federal-private system. 


| ean said he was also still greatly in- 
terested in a common carrier trans- 
mission system, part private and part 
public. He expressed the hope at his news 
conference that studies now under way 
will have reached the point where pro- 
posals for regional interconnections can 
be made to the next session of Congress. 


The Secretary said that his department is 
interested in working with investor- 
owned utilities in this field and that the 
department is looking to the “total econo- 
my” in this area. Interconnection of 
federal hydroelectric plants and private 
thermal plants which produce the bulk of 
power “makes sense,” he said, and “‘is in 
the interest of everyone.” 


> 


AEC Proposes Sale of Atom 
Fuels 


Pern may be asked in January by 
the Atomic Energy Commission to 
abandon the government monopoly on 
ownership of atomic fuels. The AEC will 
push for the authority to sell atomic fuels 
outright to public and private utilities 
which build atomic power plants. The 
government can only lease the use of en- 
riched uranium to utilities since it is the 
the same material which goes into the 
making of the atomic bomb, and Con- 
gress, for security reasons, in 1954, re- 
fused to permit the commission to sell 
such fuels outright. The AEC has been 
studying the possibility of private owner- 
ship of reactor fuels since last spring. It 
says its regular licensing procedures for 
atomic power plant operators will assure 
sufficient control even if these potentially 
dangerous materials are placed in private 
hands. 

The switch over to private ownership, 
if passed by Congress, would throw new 
uncertainties into the future cost of atomic 
power. Currently utilities pay an aribi- 
trarily set lease charge to the government 
for use of enriched uranium by fuel re- 
actors. If utilities were required, instead, 
to buy the uranium, they would be sub- 
jected to the ups and downs of interest 
rates on borrowing money or issuing stock 
to finance the purchase. 
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Telegraph 


Communications GroupSubmits 


Satellite Plan to FCC 


GROUP of international common car- 
riers has submitted a joint plan to 
the Federal Communications Commission 
for the organization of a nonprofit cor- 
poration to develop, construct, operate, 
maintain, and promote the use of a com- 
mercial satellite communications system. 
The carriers submitting the plan were the 
following: American Cable & Radio Cor- 
poration (Mackay Radio & Telegraph 
Company, Inc., The Commercial Cable 
Company, All American Cables & Radio, 
Inc.,, and Globe Wireless, Ltd.), Ameri- 
can Telephone and Telegraph Company, 
Hawatian Telephone Company, Press 
Wireless, Inc., Radio Corporation of 
Puerto Rico, RCA Communications, Inc., 
South Puerto Rico Sugar Corporation, 
Tropical Radio Telegraph Company, and 
Western Union Telegraph Company. 
The plan is the result of two and a half 
months of discussions by the various com- 
panies, which were undertaken at the re- 
quest of the FCC on July 26th. This dis- 
cussion group is part of the commission’s 
inquiry into the administrative and regu- 
latory problems relating to the establish- 
ment of commercially operable space 
communication systems. The telephone 
carriers made the following five recom- 
mendations to the commission. 


(1) Research, development, and ex- 
perimental trials should be expedited by 
government and industry and all resources 
drawn upon to establish the best com- 
munications satellite system at the earliest 
practicable time. 

(2) A nonprofit satellite corporation 
should be created to develop, construct, 
operate, manage, and promote the use of 
communications satellites, for the United 
States interests therein, in accordance 
with the public interest. The satellite cor- 
poration should have three directors ap- 
pointed by the President of the United 
States, two directors designated by each 
authorized participant in ownership of the 
satellites, and a director designated by 
the carriers which do not own but which 
may lease satellite facilities. 


(3) The United States carriers which 
are authorized by the commission to pro- 
vide communications services via satellites 
should be allowed to participate in joint 
ownership of the satellites and to include 
their investments in their rate bases for 
rate-making purposes, so that rates would 
continue to be established as at present 
under regulation by the commission. 

(4) Each United States carrier should 
be permitted to establish and operate its 
own ground stations, participate in joint 
ownership on ground stations with other 
carriers or rent capacity in other carriers’ 
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ground stations, and to obtain equitable 
access to and use of the ground stations 
and satellites, in accordance with public 
interest. 

(5) The commission should, expedi- 
tiously, take such further administrative 
action as may be necessary and proper in 
furthering the above recommendations. 


CU is interesting to note that the proposed 
satellite communications system is be- 
ing approached from both the practical 
and the political viewpoints. The com- 
munications industry views the system as 
a must on the basis of the increasing de- 
mand for transoceanic communications. 
It has often been pointed out that the 
communications satellites will not replace 
existing radio circuits.or cable systems. 
Plans are now under way for an expan- 
sion of the world’s cable connections and 
the three systems, once the satellites are 
actually in orbit, are expected to give 
flexibility and greater dependability in 
international communications. 

On the political side the implications 
of establishment of a world-wide satellite 
communications system are obvious. Or- 
biting high above the earth these repeater 
stations could transmit telephone calls, 
data, and television programs to any part 
of the world. Then too such a system 
would engender much good will from the 
various nations of the world. Some ex- 
perts even feel that the country which 
first establishes world-wide communica- 
tions will decide which will be the domi- 
nant language of the future. 

In asking for the comments of the tele- 
phone carriers the Federal Communica- 
tions Commission is attempting to resolve 
some of the problems that have gotten in 
the way of the program. Chief of these 
problems is the fear that some one com- 
pany may dominate the satellite field to 
the exclusion of all other carriers. 
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General Telephone’s Proposal 


Pyne TELEPHONE & ELECTRONICS 
CoRPORATION has proposed a world- 
wide communications system that would 
use satellites in orbit 22,300 miles above 
the earth as relay stations. Ground sta- 
tions on the earth would transmit mes- 
sages to one of three satellites and it has 
been estimated that such a system would 
provide 3,000 two-way voice channels. 
The satellites would be put into orbit 
along the equator with the same angular 
velocity as the earth’s rotation. Thus, the 
satellites would assume a fixed position 
in relation to the earth, although they 
would be moving through space at about 
6,900 miles per hour. 

General estimates that the cost of a 
satellite system as described above would 
approach $250 million and that the po- 
tential annual revenues would be in the 
billions. Present revenues in the United 
States from international traffic are about 
$125 million annually. It is anticipated 
that a good bit of the increase in traffic 
would come from areas which now have 
limited telephone service but which will 
experience great growth in the next few 
years. Africa is sure to be one of the areas 
which will experience such growth both 
in conventional telephone service and in 
such areas as data transmission. 


geen TELEPHONE scientists have 
also urged that a global communica- 
tions system be authorized by the govern- 
ment without delay because “Russian sci- 
entists are known to be working on space 
communications, and the United States 
must assure that it does not lose the op- 
portunity to be first to provide an opera- 
tional world-wide system.” 

A new type of electronic device has also 
been announced by General Telephone 
which eliminates the echo effects which 
normally are present in satellite communi- 
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cations. In a call between New York and 
Rome the voice would travel some 50,000 
miles from the United States ground sta- 
tion to the Rome receiving unit. This 
distance would produce a time lag of 
about .6 of a second which would cause 
the echo effect. The new electronic device 
is reported to suppress this effect. 


® 
Celler Fears Joint Satellite Plan 


O™ of the constant critics of Ameri- 
can Telephone and Telegraph’s par- 
ticipation in the satellite program has been 
Representative Emanuel Celler (Demo- 
crat, New York). Representative Celler 
is chairman of the House Judiciary Com- 
mittee and also heads up the House Anti- 
trust Subcommittee. He has stated that 
AT&T’s power, potency, and usage in the 
satellite system in relation to other inter- 
national carriers would afford it clear 
dominance. Looking at the proposed non- 
profit corporation suggested by the car- 
riers he has estimated that 80 per cent of 
the capital would come from AT&T and 
that 80 per cent of the system’s use would 
be dominated by the same company. He 
has acknowledged that under the plan as 
presented to the commission AT&T would 
nominate no more directors than other 
large participating companies, but he 
maintains that “the proposed distribution 
of directorships cannot prevent AT&T 
dominance of the satellite corporation.” 

Representatives of the Bell system have 
repeatedly stated that they do not want 
to dominate space communications and 
Frederick Kappel, chairman of AT&T, 
has stated that the “concept that Bell sys- 
tem management is out to dominate and 
control space communications simply has 
no basis in fact.” 

It can be safely assumed that the FCC 
will take great pains to see that the group 


that is finally authorized to operate the 
satellite communications system, whatever 
form it may have, will not be in violation 
of antitrust laws. This, however, is bound 
to take time and the White House has let 
it be known that the early establishment 
of the system is desired. 


> 
FCC Rate Plan Criticized 


HE American Telephone and Tele- 

graph Company has criticized the 
Federal Communications Commission for 
its “slide-rule approach” substitute for 
management judgment in setting rates for 
private-line telephone and telegraph serv- 
ice. AT&T’s comments were made as a 
result of a commission decision in July 
that called for reductions in private-line 
telephone rates, increases in private-line 
telegraph or teletypewriter rates, and 
changes in the rate structure for both 
services. It has been estimated by AT&T 
that the changes would result in a 2.1 
per cent rate increase for commercial sub- 
scribers of telephone and telegraph pri- 
vate lines; a reduction of about 8 per cent 
in the rates that the government pays for 
such services; and an increase of some 
19 per cent in teletypewriter rates paid by 
newspapers and press customers. 

The initial decision handed down in 
July by the commission is based on an 
investigation of private lines undertaken 
in 1956. The FCC estimated that the 
suggested changes would reduce by $1.2 
million yearly the amounts paid AT&T by 
private-line customers for telephone serv- 
ice and would increase by $2.7 million the 
amounts paid for private-line telegraph 
service to both AT&T and Western 
Union Telegraph Company. In protesting 
the rate changes AT&T has claimed that 
the commission’s proposal “sweeps all 
management judgment away and substi- 
tutes a slide-rule approach.” 
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Rapid Increase in Size and 
Efficiency of Big Generating 
Plants 


Cee usual index of efficiency for 
electric steam-generating plants is 
the number of Btu’s required to produce 
one kilowatt-hour (net generation). 
Another index, the percentage of a pound 
of coal required for the same purpose, is 
less accurate because different grades of 
coal with different heating content may 
be used. The great increase in efficiency 
in the past thirty-five years is indicated 
in the following table: 


AVERAGE EFFICIENCY OF ALL U. S. GENERATING 
Stations 1925-60 
Increase in 
Heat Rate: Btu Efficiency in 
Per Kwh. 5-year Period 
10,701 9% 
11,699 17 
14,030 11 
15,800 4 
16,400 8 
17,850 10 
19,800 21 
1925 25,175 * 


*Not calculated. 


Since 1925 the average heat rate has 
dropped from 25,175 to 10,701 Btu’s and 
the pounds of coal required to produce 
one kilowatt has correspondingly dropped 
from two pounds to less than nine-tenths 
of a pound. The efficiency of the largest 
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Financial News 


and Comment 


By OWEN ELY 


individual generating units is considerably 
above the U. S. average, and a new unit 
at the Breed plant on the American 
Electric Power System operated in 1960 
at only 8,807 Btu’s per kilowatt-hour. 
Still lower heat rates will undoubtedly be 
obtained with some of the huge new 
generators to be installed in the next five 
years. 


t- the past decade lists have been 
compiled as to the fifteen most effi- 
cient steam-generating plants, based on 
operations during six months or more of 
each year. In 1950 there were only two 
plants with a heat rate of less than 10,000 
Btu per kilowatt-hour. Next year the num- 
ber increased to six; in 1952 to eight; and 
in 1953 to 17. By 1960 there were 29 
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plants operating with a heat rate below 
9,500 and one plant in the American Elec- 
tric Power System had dropped below 
9,000. 


HE increase in efficiency has been 

obtained largely through the higher 
pressures and temperatures used in the 
larger units, together with greater auto- 
mation. Following is an approximate 
record of the largest units in operation 
each year, with a projection through 
1966 based on announced plans to sched- 
ule installation of new units: 


1953 217,000 Kw. 
1954 217,000 
1955 217,000 
1956 260,000 
1957 260,000 
1958 350,000 
359 350,000 
1960 500,000* 
1961 500,000* 
1962 690,000** 
1963 690,000** 
1964 690,000** 
1965 900,000** 
1966 1,000,000t 


*American Electric Power System, Sporn and 
Breed plants. 

**Tennessee Valley Authority. 

t+Consolidated Edison. 


i gen figures for earlier years in the 
above table may not be strictly com- 
parable with current kilowatt figures: 
In 1953 low name-plate rating was used 
and in later years maximum name plate, 
while more recently the idea of net ex- 
pected capability has been adopted. Thus, 
while one kilowatt today might be equiva- 
lent to 1.1 kilowatt or 1.2 kilowatt in 
1953, nevertheless, the table indicates the 
great advance in engineering and in the 
ability of the industry (largely through 
greater interconnection) to use bigger 
units without endangering service to 
customers when the largest unit may be 
out of service, either for maintenance or 
during an emergency. 


Consolidated Edison recently restored 
to the investor-owned utility industry the 
prestige of planning the biggest generat- 
ing unit—TVA having held first place 
for four years. The company announced 
that it had ordered the new 1 million 
kilowatt generator from Allis-Chalmers 
Manufacturing Company, at a budgeted 
cost for the entire installation of $131 
million or $131 per kilowatt. The gener- 
ator will be able to supply the residential 
electric needs of about three million 
people in the heart of New York city. In 
1966 the new unit will represent about 
15 per cent of the total 6.5 million kilo- 
watts scheduled capacity for that year. 
(Present capacity is around 5 million 
kilowatts. ) 


HE Electrical World (October 2nd 

issue, pages 69-84) published its 
twelfth “Steam Station Cost Survey,” 
from which the following data are 
obtained, representing costs for newer 
installations: During the decade ended 
1960, the big increase in construction 
costs was largely offset by engineering 
improvements, so that the average con- 
struction cost increased only from $145 
to $153 per kilowatt of capacity, or 
about 5 per cent. Man-power require- 
ments for operation and maintenance per 
megawatt dropped from 0.7 to 0.3, a 
decline of 57 per cent. 

Cost of fuel per kilowatt-hour pro- 
duced increased from 2.7 mills to 2.9 
mills, reflecting a substantial increase in 
unit fuel cost, not fully offset by the 
greater efficiency noted above. However, 
other operating costs (principally labor) 
declined sharply from one mill in 1950 
to 0.6 mill in 1960, a drop of 40 per cent, 
resulting largely from the reduced num- 
ber of engine room employees noted 
above. 

Fixed charges were also cut from 
4.8 mills to 3.4, a reduction of 39 per 
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cent—which seems rather surprising in Utlity Financing Small in 
view of higher interest rates and the Third Quarter 


heavier cost per kilowatt. The total cost tity financing for the first ni 
. ine 
of energy at the bus bar thus declined U months of 1961 (see Ebasco table 


from 8.4 mills to 6.9 mills, or an overall on page 769) amounted to $3.4 billion, 
reduction of 18 per cent. Unless there is a substantial increase over last year’s 


a big increase in fuel prices (which seems $2.5 billion due to the huge issue of 
unlikely at this time) the downtrend in American Telephone and Telegraph stock 
production cost per kilowatt-hour seems early this year. Electric utility financing 
likely to continue. has run lower than last year, while gas 
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CALENDAR OF PROPOSED UTILITY SECURITY OFFERINGS 
November 1, 1961, to December 31, 1961 


Date of Approx. 

Bidding. Amount Method of Moody 

Or Sale (Millions) Offering Rating} 
Bonds and Debentures 


Arizona Public Service 

Southern Natural Gas 

Appalachian Power 

Washington Gas Light 

Trunkline Gas 

Baltimore Gas & Electric 

Mississippi Power 

General Telephone Company of Kentucky 
General Telephone Company of Florida 
General Telephone Company of Nebraska 
Idaho Power 

Wisconsin-Michigan Power 

Rochester Gas & Electric 

Pacific Northwest Bell Telephone 
Carolina Power & Light 

Consolidated Edison 

Natural Gas Pipeline 

General Telephone Company of California 
General Telephone Company of Upstate New York .... 


Preferred Stocks 


Pacific Lighting 

Houston Lighting & Power 
Trunkline Gas 

Mississippi Power 
Hawaiian Electric 

Dallas Power & Light 


Common Stock—Offered to Stockholders 


Hawaiian Electric 

PAGAN OWT ROMY. Gases sacs ne tee SERGE RO SehAa aaa 
Houston Corp. 

Columbus & Southern Ohio Electric 
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Common Stock—Offered to Public 


Atlantic City Electric 
Idaho Power 


_ .*Anticipated during fourth quarter. **Anticipated at some time in 1961-62. Preliminary, or rating of 
similar issues. C—Competitive. N—Negotiated. 
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was heavier. Excluding the big telephone 
issue, equity financing in the first nine 
months of this year has almost equaled 
last year’s $350 million, Bond financing 
has been a little under last year’s and 
preferred stock financing a little above 
the same period of 1960. In the bond 
segment there was a rather substantial 
amount of refunding ($490 million or 
over one-quarter of the total) compared 
with a negligible amount last year. 
Securities offered “in divestment” con- 
tinued very small. The make-up of “new 
money” financing was as follows for the 
three major groups: 

Gas Telephone 
80% 7% 

9 3 

11 90 
100% 100% 


Electric 
66% 
12 
22 


Long-term Debt .. 
Preferred Stock . 
Common Stock .. 





Common Stock Financing 


ee New York Stock Exchange re- 
cently issued its fifth analysis of 
common stock financing to determine the 
underwriting costs (fees only) of raising 
new capital through common stock issues 
for NYSE-listed companies as compared 
with non-NYSE companies. The study 
also considered the influence of other 
factors, such as timing, size of company 
and issue, number of stockholders, type 
of industry, and use of stock rights. 
Two hundred forty-five issues of com- 
mon stock offered in the three vears 


NYSE Listed Companies 


e 


Average 


No. of 
Issues 
19 
35 
2 
46 
5S 
52 


Cost 


1960 
1959 
1958 
1957 
1956 
1955 


2.22 
2.62 
228 
2.60 
2.57 


Average for 6 yrs. 
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Underwriting 


3.72% 


2.67% 
770 


1958-60 and totaling almost $2.4 billion 
were analyzed. See record below. 

Thus the average cost for companies 
not listed on the New York Stock Ex- 
change was over twice the cost for listed 
companies. However, apparently utility 
companies in the $200-$500 million asset- 
size group fared better in selling common 
stock when they were not listed. 


Howe including both small and 
large companies, the 47 common 
stock offerings by NYSE-listed utilities 
during 1958-60 showed an average under- 
writing cost of 2.03 per cent, while the 
52 issues by all other utilities cost 2.66 
per cent, indicating an overall saving of 
about 23 per cent for the listed companies. 


e 


Electric Stock Prices 


} iw New York Society of Security 
Analysts held a debate October 4th 
on the market status of electric utility 
stocks. The speakers were well-known 
utility analysts—Albert C. Barkwill of 
Lehman Corporation, Charles Tatham of 
Bache & Company, and Cecil Trefthen 
of Goldman, Sachs & Company. The 
debate, while it gave an excellent sum- 
mary of various arguments pro and con, 
did not seem to present 2nv novel ideas 
regarding the appraisal of utility growth 
stocks. (See discussions in this depart- 
ment, June 22nd and August 3rd.) 

The audience was invited to vote on 


All Other Companies 
Average 

No. of Underwriting 

Issues Cost 

6.64% 

5.26 

5.30 

6.17 

5.97 

5.65 


5.83% 
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AAA Utility Bonds* 
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* Standard & Poor's Index _**Moody’s Index 


(MONTHLY) 








NOVEMBER 9, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


two questions, as to whether electric 
utility stocks generally, and growth elec- 
tric utility stocks in particular, are too 
high. Nearly half of the audience of 
some 200 analysts turned in ballots. Re- 
garding electric utility stocks as a group, 
four voters felt that they were still under- 
priced, forty-nine thought they were 
reasonably priced, and thirty-nine con- 
sidered them overpriced. The vote on the 
growth issues was more decisive: four 
considered them underpriced, twenty- 
eight reasonably priced, and sixty-three 
voted that they were overpriced. 

A third question was asked: “What do 
you consider will be a reasonable price- 
earnings ratio, on average, for electric 
utility stocks generally over the next five 
to seven years?” The replies have been 
tabulated as follows: — 


FINANCIAL DATA ON 


10/16/61 Divi- 

Price 

About 
Ala. Tenn. Nat. Gas .... 
American Nat. Gas 
Ark-Louisiana Gas 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth N. G. ... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Houston N. G. 
Kansas Nebr. Nat. Gas . 
Lone Star Gas 
Miss. River Fuel 
Montana Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. ... 
Peoples G. L. & Coke .. 
Pioneer Nat. Gas 
Sovthern Nat. Gas 
Southern Union Gas . 
Tenn, Gas Trans.. ...... 
Tenn. Nat. Gas Lines ... 
Texas East. Trans. ..... 
Texas Gas Trans. ...... 
Transcont. Gas P. L. ... 
United Gas Corp. ...... 


Approx. 
Rev. 
(Mill.) 
$ 7 

240 
114 

65 
517 
23 
363 
505 


Rate 
$1.20 


eed ee ee a 
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dend Approx. 
Yield 


PAAPARAALANKVHHODPWOWALENAUBKWWNN! 


Range of 


No. of 
Votes P/E Rattos 


28 20-25 
9 
1 


ence the latest “industry average” P-E 
ratio (October 26th issue, page 687) 
was 23.3, the vote would seem to indicate 
that over half of the voters on this 
question would consider present market 
prices too high. Presumably, however, 
most voters meant to eliminate from 
consideration the extremely high-multiple 
issues; otherwise the results would seem 
in conflict with the vote recorded above, 
indicating that electric utilities as a whole 
are not overpriced. Even so, however, the 
price range of 15-20 would apply to only 
about 35 per cent of the issues listed in 
our table. 


e 


GAS UTILITY STOCKS 

Approx 
Div. Common 
Pay- Stock 
out Equity 


Per Cent Increase  Price- 
Share In Share Earns. Earn. 
Earns. Recent 5-yr. Avg. Ratio 

$1.61Je 2% 7% 
2.17Je 13 
1.55Ma 
1.98Je 
1.59Te 
1.82Je 
2.89Ma 
1.46De 
2.17Je 
1.55Ap 

1.82]Je 
1.16Je 
2.25Ma 
1.97Te 
1.92]Je 
1.84Je 
2.14Ma 
2.02Te 
3.05De 
445Au 
1.25De 
2.47Je 
201Je 
1.43Au 
1.10Je 
1.03Je 
2.45Te 
1.24Te 
2.38My 15.5 


8% 19.1 


Recent 
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Approx. 

Approz. 10/16/61 Divi- Recent Per Cent Increase Price- Div.Common 
Rev. - Price Approx. Share In Share Earns. Earn. Pay- Stock 
(Mill.) (Continued) About Yield Earns. Recent 5-yr. Avg. Ratio out Equity 


Retail Distributors 
Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Cons. Gas 
Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water .. 
Laclede Gas 

Louisiana Gas Service .. 
Mich. Gas Utilities 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas . 
Nor. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas ... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Light 
Providence Gas 

Rio Grande Valley Gas . 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Improvement 
Washington Gas Light .. 
Washington Nat. Gas ... 
Western Ky. Gas 
Western Power & Gas .. 
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1.55Je 


15.2 72% 33% 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


Approx. 

10/16/61 Divi- Recent Per Cent Increase Price- Div. Common 
Price dend i Shar. ln Share Earns Earn. Pay- Stock 

About Rate 7 Earns Recent 5-yr. Avg. Ratio out Equity 


Communications 
American T. & T. (Cons.) 121 $3.60 
Bell Tel. of Canada .... 55 2.20 
Cin. & Sub. Bell Tel. ... 105 4.50 
Mountain Sts. T. & T... 30 .90 
New England T. & T... 47 1.90 
IPACIHO SO! Ls ose ceeeee 39 1.14 
So. New Eng. Tel. ...... 54 2.20 


Averages ; 1% 4% 21,7 


Independents 

Anglo-Canadian Tel. .... 42 P ; 48) D6% 15% 169 49% 
BSrreren Gol. LOL, css see's 49 : : D4 _ 16.7 27 
Calif. Inter. Tel. ....... 26 ; f 208 NC 172 24 
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10/16/61 Divi- Recent Per Cent Increase Price- 
bs , Price dend Share In Share Earns. Earn. 
(Continued) About Rate Earns. Recent 5-yr. Avg. Ratio 


Calif. Water & Tel. .... 2.34Je 7 17.5 
Central Telephone 19.1 
Commonwealth Tel. .... 16.5 
BMRA BARS 6 occas euese 21.8 
General Tel. & Elec. .... $25.5 
Hawaiian Telephone .... $23.2 
Inter-Mountain Tel. .... 22.8 
Puerto Rico Tel. ....... 22.9 
Rochester Tel. -....5..05 18.9 
Southeastern Tel. 20.0 
Southwestern St. Tel. ... 18.6 
Tel. Service of Ohio .... 4 ef 
United Utilities ........ 215 
West Coast Tel. ........ 19.3 
Western Union 24.0 


20.2 
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Water Companies 
Holding Companies 
American Water Works . 


Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Service .... 
Penn. Gas & Water .... 
Phila. & Sub. Water .... 
South. Calif. Water .... 
Southern Gas & Water .. 
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Transit Companies 


Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Lines 
Greyhound Corp. ....... 
Nat. City Lines 

Niagara Frontier Trans. 
Pittsburgh Rys. ........ 
Rochester Transit 

St isons 25. A” 3: 
ci Co. ty a 
United Transit 


i.) 
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Averages 6.1% 3% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au— 
August; Se—September ; Oc—October; N—November; De—December. *Deferred taxes resulting from 
liberalized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and 
the rate of increase in share earnings would be smaller. NA—Not available. }On average shares. D—De- 
crease. a—Also 10 per cent stock dividend October 24, 1960. b—Also 2 per cent stock dividend Septem- 
ber 30, 1960. c—Also 10 per cent stock dividend to be paid October 9, 1961. d—Fifty cents paid thus 
far in 1961, payments irregular. e—Also 10 per cent stock dividend to be paid December 20, 1961. f— 
Regular annual 2 per cent stock dividend included in yield. r—Three per cent stock dividend January 16, 
1961. t—Payments irregular, $1 paid in 1960, 50 cents thus far in 1961. v—Also 3 per cent stock dividend 
payable January 6, 1961 (similar dividend was paid January 7, 1960). x—Also 123 per cent stock dividend 
payable October 7, 1960. z—Plus 3 per cent stock dividend December 31, 1960. NC—Not.comparable. 
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What Others Think 


Swidler and Morgan Endorse Area Gas Rates 


M ANY eyebrows were raised when 
Federal Power Commission Chair- 
man Joseph C. Swidler stated that the 
commission would continue to use the 
area price system, initiated under the pre- 
vious chairman, Jerome K. Kuykendall, 
in regulating natural gas producer rates. 

Consumer interests, as well as some gas 
producers and pipeline companies, ap- 
parently were surprised by Swidler’s state- 
ment before the Independent Natural Gas 
Association convention at Houston, 
Texas, in September. 

A short while after Swidler’s state- 
ment, FPC Commissioner Howard Mor- 
gan endorsed the area rate ceilings as a 
simplified solution to natural gas pro- 
ducer pricing problems. In his first major 
speech since taking office last June 28th, 
Morgan told the West Central Texas 
Oil and Gas Association in Abilene, 
Texas, that the FPC is hopeful that the 
area rate proceedings will contribute 
toward a simplified solution of the pro- 
ducer pricing problem. 

Kuykendall last year said that he fa- 
vored the area pricing formula over the 
traditional case-by-case utility concept. 
Even though there were some doubts as to 
whether Swidler, who was generally con- 
sidered to be in the so-called “procon- 


sumer” category, would continue this 
policy, the Houston statement was not 
entirely unforeseen. As early as July, both 
Swidler and Howard Morgan, another 
new commissioner who has been given 
the “proconsumer” tag, had a chance in 
certain aspects of area rate-fixing cases to 
show their disagreement with this ap- 
proach. By withholding their objections, 
they gave a clew as to the future direction 
of the newly constituted commission. 

By coming out in favor of area pricing 
of natural gas, Swidler aroused interest 
in the gas industry in general, and the 
producers in particular, for his objectivity. 
By the same token he made some con- 
sumer groups unhappy. But, as he pointed 
out, the area approach may well be best 
for the consumer—especially in the long 
run, if it results in breaking the log jam 
of adequate producer cases and assures 
the consumer of a stable reserve supply. 
What would it profit the consumer if the 
FPC ordered the cheapest rate in the 
world if there were no gas to support it? 
Yet, some consumer interests have 
charged that the area system would freeze 
into rates the prices of high-cost, ineffi- 
cient producers. 


= did not give the area price basis 
only halfhearted or lukewarm ap- 
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proval. He went all the way. He said that 
the area basis of regulation was “the most 
important single tool for developing a 
sound framework of producer rate regula- 
tion.” 

He said he favored the area pricing 
formula because natural gas did not lend 
itself ‘‘readily to an individual well-by- 
well or even company-by-company cost- 
of-service and rate of return approach. . .. 
The basic idea behind area pricing is uni- 
formity of prices and administrative sim- 
plicity.” This included faster handling of 
cases before the FPC, he stated. 

Apparently one of the considerations 
behind Swidler’s statement was a long 
hard look at the FPC’s log jam of pro- 
ducer cases. This was the same problem 
which faced the commission before his ar- 
rival on the scene, and which caused 
Kuykendall to put into effect the geo- 
graphical area price-fixing policy. Swidler 
probably decided that the commission 
stands no better chance of solving the 
FPC’s problems by scuttling area price 
regulation and going back to the case-by- 
case ethod. 

Swidler’s declaration went even further 
than the area price system of regulating 
the natural gas industry adopted by the 
commission under Kuykendall. At a press 
conference following his speech, Swidler 
admitted that the commission’s staff is 
studying the possibility of taking the 
thousands of small producers out from 
under the burden of full-fledged regula- 
tion. If the small producers can be regu- 
lated on a perfunctory or de minimis basis 
by the FPC under present law without 
need of further legislation (the Senate de- 
feated such a move in 1956), the case load 
of the commission would be greatly sim- 
plified, Swidler believed. 


le roan the area-wide system, standard 
prices for gas at the wellhead are set 
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for all producers in a specific district who 
sell gas to pipeline companies for use by 
consumers outside their own state. One 
price is set for existing contracts, and a 
higher price for new contracts. 

Interstate sales of natural gas have been 
governed by temporary area prices since 
the FPC announced a year ago that it 
was abandoning a company-by-company, 
“cost-of-service” approach to setting gas 
prices. These temporary prices were to be 
replaced by area-wide prices established 
through joint hearings in each producing 
area. 

Preliminary meetings for the first two 
scheduled area hearings, however, were 
marked by controversy. After the most 
recent, in south Louisiana in August, the 
FPC examiner raised the question of 
whether area rate proceedings are useful 
rate-making devices. Since only one 
(Kuykendall) of the commission’s five 
present members was on the commission 
at the time of the area pricing policy’s 
introduction, rumors had been growing 
that the FPC would dump the area plan. 
Swidler’s comments at Houston, however, 
indicated no such move is forthcoming. 


Progress Has Been Made 


- pee prefaced his remarks before the 
Independent Natural Gas Association 
by saying that there was great progress to 
be made in gas regulation in the coming 
years, and a great deal of room for “in- 
novation and enterprise” in developing a 
sound basis of regulation. He also felt 
certain an equitable and generally satis- 
factory method for regulating producer 
rates could be found, though the task 
would be difficult and complex. 

Pointing out his awareness of the 
FPC’s responsibility in the field of pro- 
ducer rates, Swidler used the following 
statistics. This year, he said, the industry 
will probably sell about 13 trillion cubic 
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feet of gas. A difference of a cent a thou- 
sand cubic feet is equal to $130 million 
a year. A cent a thousand difference in 
the value of the estimated proven reserves 
is equal to approximately $2.5 billion. 
Calculated on the basis of the estimates 
of recoverable gas in the ground in the 
U. S., each cent per thousand is roughly 
equal to $15 billion. These figures, Swid- 
ler stated, emphasize that the rate deci- 
sions of the FPC have an “enormous” 
economic impact, and that they must be 
made with “the most sober care for fair 
dealing as between producers and con- 
sumers.” 


HE problem, he continued, is how to 

apply the rate standards of the Nat- 
ural Gas Act to producer rates. The pres- 
ent vehicles for such regulation of the in- 
dustry are the two area rate proceedings 
recently instituted by the commission. 
Into these proceedings, he said, have been 
consolidated hundreds of separate cases 
that now involve directly prices for the 
gas produced from two of the nation’s 
largest gas production areas, and which 
may set a pattern for pricing the entire 
industry at the producer’s level. 

Besides being “the most important 
single tool for developing a sound frame- 
work of producer rate regulation,” Swid- 
ler said the area rate proceedings would 
seem to be a “promising administrative 
innovation” which would help in the fu- 
ture regulation of the industry. He as- 
serted that the production of natural gas 
does not lend itself to an individual com- 
pany-by-company cost-of-service and rate 
of return approach, and that the man who 
risks his money to find gas is not like the 
ordinary public utility. Reasons for this 
are that under law the gas producer has 
no public service obligation until he dedi- 
cates the gas to the public service, and be- 
cause the typical utility is a safe industry 


with a protected investment and conse- 
quently limited yield on the investment. 


HE independent gas producer, Swid- 

ler said, exemplifies the virtues of the 
“pioneering entrepreneur.” He risks his 
money in the hope of a large reward if he 
is successful. The nation cannot expect 
him to continue risking his money, he 
continued, exploring at the pace which 
the national interest requires without of- 
fering hope of something more than a 
return on the money expended at the level 
which is usual for the largely risk-free 
investments in conventional utility enter- 
prises. 

From the consumer’s point of view, 
Swidler said, the cost-plus formula which 
is applied to most utilities would deprive 
consumers of the benefits of the drive to- 
ward economy and efficiency which re- 
sults when each producer reaps the reward 
for his efforts. Though he did not pretend 
to speak for the whole commission, Swid- 
ler said that area rates, “if workable, 
seem... to be far preferable for producers 
and consumers alike.” 

“While my present thinking is that the 
area rate proceedings are a potentially im- 
portant administrative device,” Swidler 
explained, “they can be useful only if ap- 
propriate and comprehensive ground rules 
are put into effect.” On the commission 
rests the ultimate responsibility for see- 
ing that these ground rules are formu- 
lated, he added. 


HE commission believes that area 
rates cannot be promulgated without 
a knowledge of at least the overall cost of 
producing gas within an area. Swidler 
said he fully appreciates the difficulty of 
the allocations necessary in determining 
the cost of gas, or, as he puts it, a cost of 
gas. 
However, he explained, he did not 
NOVEMBER 9, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


believe any natural gas producer could 
conduct business operations without some 
concept of costing, and allocations are 
the heart of costing in the gas industry, 
he said. 

Swidler also said that producers will 
probably agree that in order for the 
FPC to determine a fair price for natural 
gas and services, a reasonably complete 
idea of costs was necessary. 

The Natural Gas Act, the courts, the 
consumers, and producers “cannot be sat- 
isfied with regulated prices which are not 
somehow related to costs,’’ Swidler stated. 
By emphasizing the necessity of cost in- 
formation, he continued, he did not mean 
to imply that costs, plus a utility return, 
should constitute the limit of the price. 
He said he fully realized that gas was not 
available until it was discovered and that 
there must be an incentive for discovering 
more and more gas if the industry was to 
remain healthy. The FPC chairman said 
he did not delude himself “that simply 
recovering costs plus a 6 per cent return 
on investment” was a sufficient incentive. 
He also said he did not believe that gas 
should be priced on the basis of its market 
status of a half or even a quarter of a 
century ago. 


— regulation is not feasible for pro- 
ducers, Swidler explained. Some of 
the recent producer pleadings contend 
that any area rate decision must include 
a reservation which would allow marginal, 
inefficient, or unlucky producers to get a 
higher price by an individual cost-of-serv- 
ice showing. 

These gas producers think that rate 
base cost-of-service pricing may be 
workable for raising prices from a floor, 
although worthless for fixing a ceiling. 
Swidler said that such a position would 
make the area pricing approach meaning- 
less. 
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Not Just to Fix Rates 


$ Mae basic idea behind area pricing is 
uniformity of prices and administra- 
tive simplicity. If area proceedings are 
merely to determine rates which each in- 
dividual company would be free to take or 
leave, the FPC would accomplish little, 
and, in fact, would take a giant step back- 
wards, Swidler believed. Fixing area 
prices based on area-wide costs and con- 
ditions would allow the individual com- 
pany that is more efficient to reap the 
benefits of its efficiency. But to allow the 
company that is less efficient or not so 
fortunate to have higher rates would, 
Swidler said, allow the producers both “to 
have their cake and eat it. It would be too 
much to expect consumers to accept 
the heads-you-win, tails-I-lose approach.” 
Swidler also doubted that such a policy 
would be accepted by the courts. 

The concept of area rates as a norm, 
he said, which might be increased for a 
particular producer on his application and 
proof of inadequacy, or reduced on the 
initiative of the commission on proof that 
the area rate was excessive, seemed to 
be no better than area floor. It would not, 
Swidler believed, provide producers with 
the vital assurance they need as to market 
price before they invest in new drilling 
ventures. Moreover, a norm would be 
more likely to be breached on the high 
side than the low because each producer 
knows his own circumstances better than 
do his customers or even the FPC staff. 
If such a system were to work perfectly, 
it would be the practical equivalent of in- 
dividual determinations on a cost basis 
which, he said, does not conform well to 
the structures or economics of natural gas 
regulation. 


HE new FPC chairman also - dis- 
cussed other problems which. . the 
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FPC faced. One of the continuing prob- 
lems was to avoid needless uncertainty as 
to commission policies. Such uncertainties 
add to the case load, he said, stimulate 
litigation, and waste everyone’s time. It 
was his aim to see the commission turn 
to the increasing use of policy statements 
to express commission policies in a “clear- 
cut and comprehensive way,” rather than 
waiting for policies to emerge fragment 
by fragment from a mass of decisions in 
long-drawn-out cases. 

He also hoped the commissioners would 
write their opinions in such a way that 
practitioners could more readily identify 
the policies underlying the decisions. 
What the FPC says on a given question, 
he stated, should apply generally to all 
similar cases, so that once the commis- 
sion had decided a question it should not 
be necessary to bring up the question 
again. The commission shall attempt to 
leave no doubts as to the basis for its 
decisions, the chairman said. 

Swidler also promised to simplify and 
expedite rate investigations. He is hope- 
ful the FPC can concentrate more on the 
significant issues and find ways to avoid 
duplication of efforts. In turn, he asked 
the industry to provide the FPC’s field 
staff with every reasonable assistance, in- 
cluding the preparation of requested 
schedules and statements. 


l* his talk, he said that by requiring 
producer cases to be fully prepared in 
advance of filing, by streamlining the 
commission’s field investigations, by re- 
quiring interveners with a common inter- 
est to pool their interests, by handing 
down clear precedents so that settled is- 
sues need not be relitigated, by obtaining 
additional commission personnel to handle 
the case load, and by setting cases for 
prompt hearing, the FPC hopes to decide 
cases within the five-month suspension 


period. This was the immediate goal as 
to pipeline cases and the ultimate goal as 
to producer cases once the initial area 
rate cases provide the ground rules. The 
FPC will also try and clean up its back- 
log of cases and try new cases expedi- 
tiously, Swidler added. 


Bde is one source of extensive delay 
which is in great measure outside the 
commission’s control, he explained. These 
were the delays caused by judicial review. 
The only way the commission can mini- 
mize this delay is by taking its positions 
as soundly as possible and to explain them 
in well-reasoned opinions. He said that 
a good deal of the natural gas litigation 
has been initiated by third party interests 
who are not confident as to the FPC’s 
ability to protect the public interest. 
Swidler hopes confidence in the FPC will 
grow and that its dedication to the pro- 
tection of the public interest will be so 
clear as to make it unnecessary for third 
parties to intervene in future cases to the 
extent they have in the past. 

Swidler closed by making a plea for 
industry co-operation in an attempt to 
facilitate the commission’s speedy and 
judicious hearing of rate cases. He also 
voiced the belief that the FPC and the 
natural gas industry, working together, 
could bring benefits to both the industry 
and the nation. 


wee endorsed the principle of 
area rate making for independent 
natural gas producers as a means of pro- 
viding the needed incentives for the in- 
dustry while furnishing reasonable pro- 
tection for the consumer. 

He said the commission is working 
toward a simplified area rate for each 
important gas-producing region which 
will be both a floor and a ceiling, “thus 
providing sufficient certainty of price and 
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income to enable financing of efficient 
operations while at the same time serving 
as a restraint on high-cost operations.” 

Morgan said that the only alternative 
to area rates—the well-by-well or com- 
pany-by-company cost-of-service and rate 
of return approach—does not lend 
itself to the peculiar demands and risks 
of the gas-producing business. He said 
“we are convinced that both our agency 
and your industry run the risk of paraly- 
sis if this approach is used to regulate 
pricing in your industry.” 

The commissioner said that the FPC 
is determined to bring order to the nat- 
ural gas industry, the fifth largest in the 
United States, “just as quickly as human 
ingenuity and hard work can find solid 
answers to the many problems.” He said 
he agreed with the main ideas expressed 
by Chairman Swidler in his speech out- 
lining the new directions being planned 
by the commission. 


ope of the steps being planned by the 
commission to improve procedures, 
Morgan said, is to issue policy state- 
ments regarding specific and recurring 
problems or issues, and then to follow 
those policies as closely as possible in 
disposing of cases. 

This will give the industry a better 
idea of how cases are likely to be decided, 
he said. It may also mean that at the con- 
clusion of the case a dissatisfied interven- 
er or other party looking for a precedent 
on which to appeal will be more likely to 
be confronted with a “straight line” of 
precedent cases, “all handled alike under 
commission policy and, we hope, upheld 
by court decision,” he declared. 

He said that at present these parties too 
often do not find a straight line, but a 
“cloud” of cases, all decided a little dif- 
ferently from ‘each other because of 
minor or imaginary differences, and 
furnishing an abundance of minor or 
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imaginary points on which to base an 
appeal. 

Morgan said that it will take time to 
establish the patterns, and that to some 
minor extent the industry will be obliged 
to conform its practices to the patterns 
toward which the FPC will be working. 
“But what the commission is trying to do 
is to establish a degree of business cer- 
tainty within the industry; to provide an 
assurance and predictability of outcome 
in as many areas of controversy as pos- 
sible,” he said. 

“We are trying to establish business 
certainty to an extent which will more 
than compensate the industry for any 
minor inconvenience involved,” he stated. 
Above all, he continued, “we are trying 
to cut down the amount of litigation in 
which we are all involved so that we can 
all go about our proper business.” 


Eee on the suggestion that 
the commission should exempt from 
regulation the small producers of natural 
gas, Morgan said that while he originally 
was hopeful that this could be done, recent 
studies indicate some “serious problems.” 
In the first place, he said, “it does not 
appear that the law allows us the exercise 
of discretion in this matter.” The com- 
mission is required to regulate natural gas 
companies, and no leeway appears to have 
been written into the law which would 
allow the FPC to treat certain classes of 
companies substantially different from 
other classes of companies, he stated. 
The question of whether the FPC 
should ask Congress for appropriate leg- 
islation raises other problems, he declared, 
among which perhaps the most important 
is the probability of triggering escalation 
clauses in major contracts if minor pro- 
ducers are freed to operate at levels above 
the area ceilings. He said that while the 
commission will continue to study this 
matter, “present prospects are not favor- 
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able toward the idea of decontrolling 
smaller producers.” 


_ called on the industry for co- 
operation in helping the FPC to 
speed up the processing of gas cases and 
thus reduce the backlog of pending pro- 
ceedings. 

He also said he was encouraged to 


ask the gas industry’s co-operation be- 
cause he had been “much impressed by 
the quality, character, and kindliness of 
all the industry people I have met.” The 
commission will welcome any suggestions 
which the industry may wish to offer as a 
basis for improving and expediting its 
work in the natural gas field, Morgan 
stated. 





Notes on Recent Publications 


THE changing face of the communica- 
tions industry, and its rapid growth with- 
in the past several decades, has necessi- 
tated a re-evaluation of the industry’s re- 
sponsibilities, both to itself and its public, 
and of the regulations which affect it. 


This is the subject of a recent book, 
“Broadcasting and Government: Re- 
sponsibilities and Regulations,” authored 
by Walter B. Emery, a former attorney 
and examiner for the Federal Communi- 
cations Commission and former legal as- 
sistant to the commission chairman. He is 
currently professor in the television and 
radio department of Michigan State Uni- 
versity’s College of Communications. 


Mr. Emery discusses the various agen- 
cies which have come to exercise regula- 
tory authority and power over the grow- 
ing telegraph and telephone industries, in- 
cluding the Federal Communications 
Commission, the President, the Congress, 
the Federal Trade Commission, and var- 
ious state and local agencies. His book 
seeks to explain the role of these agencies 
in the control of wire and radio com- 
munication, particularly broadcasting, and 
to present the important policies and reg- 
ulations that govern these media. The 
author also takes up the current problems 
of broadcasting regulation and the need 
for clarifying legislation. 


BROADCASTING AND GOVERNMENT: RE- 
SPONSIBILITIES AND REGULATIONS, by 
Walter B. Emery, Michigan State Uni- 
versity Press, Box 752, East Lansing, 
Michigan. Price, $7.50. 


Tue Atomic ENErRGy CoMMISSION has pub- 
lished a revised 51-page literature search, 
“Selected Reactors of the Power Reactor 
Demonstration Program.” 

The bibliographical listing gives the title, 
author, publication date, price, and avail- 
ability source for 554 reports published 
regarding eleven power reactor projects 
under construction or planned. 

The power reactor projects listed are: 
Consumers Power Company, Big Rock 
Point, Michigan; Carolinas-Virginia Nu- 
clear Power Associates, Parr Shoals, 
South Carolina; city of Piqua, Ohio; East 
Central and Florida West Coast Nuclear 
Groups, Polk county, Florida. (Although 
this project has since been terminated, 
eleven reports on the previously planned 
gas-cooled reactor are included in the 
list.) 

Enrico Fermi atomic power plant, 
Lagoona Beach, Michigan; Consumers 
Public Power District, Hallam, Nebraska: 
Northern States Power, “Pathfinder 
plant,” Sioux Falls, South Dakota; Phila- 
delphia Electric Company, Peach Bottom, 
Pennsylvania; Puerto Rico Water Re- 
sources Authority, Rincon, Puerto Rico; 
Rural Co-operative Power Association, 
Elk River, Minnesota; and the Yankee 
Atomic Electric Company, Rowe, Massa- 
chusetts. 

SELECTED REACTORS OF THE POWER RE- 
ACTOR DEMONSTRATION ProcRAM, TID- 
3556 (Rev. 1). Available from the Office 
of Technical Services, U. S. Department 
of Commerce, Washington 25, D. C., 51 
pp. Price, $1.25. 
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TVA Takes Title to Coal Lands 


HE Tennessee Valley Authority has 

taken title to coal lying under 8,800 
acres in Bell and Harlan counties in Ken- 
tucky, under a judgment handed down in 
U. S. district court in Chattanooga, it 
was disclosed recently. 

The title to the coal was part of the 
settlement in the TVA nonperformance 
suit against Cumberland Gap Coal Com- 
pany, with which the TVA had a contract 
calling for delivery of 5,000 tons of coal 
a week. The contract was drawn in 1955. 


The March of 
Events 


The coal was for use at the steam plant 
at Kingston, Tennessee. 

U. S. District Judge Leslie R. Darr 
heard the suit, entering a judgment for 
approximately $150,000 for the TVA. 
The settlement included payment of $41,- 
447.67 in cash by the Maryland Casualty 
Company, Inc., which had made a per- 
formance bond for the coal company. 
The coal company ard the casualty com- 
pany had appealed Judge Darr’s original 
decision. The compromise involving the 
cash and the coal was worked out later. 


Alabama 


Electric Rates below Average 


| emia rates in most Alabama cities 
last year were below the nation-wide 
average, according to the Federal Power 
Commission. FPC said the national aver- 
age for the typical residential electric 
bill—using electricity for lighting, cook- 
ing, and refrigeration — was $7.45 a 


month. This was based on an estimated 
250 kilowatt-hours. 

In Birmingham, the use of 250 kilo- 
watts cost $5.51, with power supplied 
by Alabama Power Company. Highest 
charge in the state was $7.68 in Foley, 
served from a publicly owned utility, 
Riviera Utilities. 


Arizona 


Rate Increases Granted 


we state corporation commission has 
granted increases in gas and electric 
power rates totaling $2,524,000 annually 
to Tucson Gas, Electric Light & Power 
Company, effective November Ist. The 
increases, $405,000 less than the utility 
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requested, are designed to yield a return 
of 5.96 per cent on the rate base of $82,- 
025,000 determined by the commission. 

Residential and commercial electric 
rates were increased 10.5 per cent, and 
residential and commercial gas rates were 
increased 9 per cent. 





THE MARCH OF EVENTS 


California 


Drops Nine Companies from 
Price-fixing Suits 


a Judge Harry C. Westover has 
permitted the Los Angeles Depart- 
ment of Water and Power to drop its 
price-fixing charges against nine makers 
of electrical equipment. Seven other man- 
ufacturers remain defendants in eight 
suits. Judge Westover granted the dis- 
missals after the deputy city attorney 
argued that elimination of the concerns 
from the suits would “simplify the issues 


and save time and expense” in litigation. 

The companies eliminated were Fed- 
eral Pacific Electric Company, I-T-E 
Circuit Breaker Company, Kuhlman Elec- 
tric Company, Moloney Electric Com- 
pany, Wagner Electric Corporation, 
Cornell-Dubilier Electric Corporation, 
Porcelain Insulator Corporation, A. B. 
Chance Company, and H. K. Porter Com- 
pany. 

The nine companies eliminated as de- 
fendants are still named as co-conspira- 
tors, however, it was said. 


Connecticut 


FCC Says It Has Authority 


HE Federal Communications Com- 

mission said recently it had “ample 
authority” to authorize a trial of pay-as- 
you-see television at Hartford, Connecti- 
cut. 

The Connecticut Committee against 
Pay Television, representing movie the- 
aters in the state, asked the U. S. court 
of appeals in Washington, D. C., to block 
the Hartford pay-TV experiment. 

The FCC said in a brief filed with the 
court that RKO Phonovision’s program 
plans are adequate for the tests, due to 
begin next July. The commission also 
said that rental of decoders did not vio- 


late its rules covering paid television 
experiments. 


Seeks Increase in Gas Rates 


| mga Gas Company has asked 
the state public utilities commission 
to approve an overall rate increase of 
about 5.35 per cent. The company re- 
quested an increase in revenue of about 
$470,000 a year, effective January Ist. 
Under the proposal, all customers of the 
company would be subject to higher rates. 

The last rate increase granted to the 
company was in March, 1960, when the 
commission permitted a revenue raise of 
$284,000. 


Maryland 


Residential Utility Tax OK’d 


HE Baltimore Board of Estimates 

last month adopted a 3 per cent resi- 
dential utility tax to help balance next 
year’s budget. At the same time, the 
board tentatively decided to drop salary 
adjustments for teachers, firemen, and 
policemen. These two decisions report- 
edly pointed to a property tax increase 
of about 30 cents next year. 


The board split sharply on the utility 
tax. The city comptroller vigorously op- 
posed introduction of the tax. The presi- 
dent of the city council also refused to 
vote for it. But the tax gained support 
from the three other board members, the 
mayor, city solicitor, and director of pub- 
lic works. 


The 3 per cent utility tax will apply 
to users of gas, electricity, coal, fuel oil, 
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telephones, and steam. It will apply not 
only to residences but also to some com- 
mercial enterprises which are now escap- 


ing the 9 per cent commercial utility tax, 
said to have “very uneven applica- 
tion.” 


New Mexico 


Gas Rate Increase Allowed 


HE state public service commission 

has granted Southern Union Gas 
Company a 9.3 per cent increase in rates 
for general service customers and ordered 
the company to refund 58 per cent of a 
boost that has been collected since Sep- 
tember 1, 1959. The commission per- 
mitted the utility an increase of 
$1,276,833 a year from general service 
customers, about 42 per cent of the 


amount sought by the company. South- 
ern Union had asked for a raise of 22.1 
per cent in general service rates intended 
to produce $3,040,000 in additional an- 


nual revenue. 


The commission approved the compa- 
ny’s request for $371,595 in annual new 
income from special contract customers, 
an increase of 4.8 per cent. The rate 
hike for general service customers was 
the first since 1953. 


Washington 


Plans for Dam Pushed 
— outspoken opposition by the 


state Game Commission, the Wash- 

ington Public Power Supply System said 
recently in an announcement at Chehalis 
that it is continuing plans for its $8.8 
million Packwood Lake hydroelectric 
project in eastern Lewis county. 

WPPSS, an organization of 16 public 
utility districts, one of which is the Lewis 
County Public Utility District, issued a 
call for bids on the project. The an- 
nouncement said bids for the general con- 
struction contract, turbine, and generator 
would be opened in Seattle on November 
10th. Generating capacity of the com- 
pleted plant is to be 26,000 kilowatts. 

The Game Commission had previously 
said it would oppose construction of all 
hydroelectric dams on the state’s second- 
ary streams, and singled out the Pack- 
wood Lake project for criticism. Actual 
location of the project is on Lake Creek, 
which drains Packwood Lake. 

The PUD’s already have a Federal 
Power Commission license for the eastern 
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Lewis county work, and by early next 
year have scheduled an $11 million bond 
issue. 


State May Consider Building 
Hanford Plant 


AP being advised that the state of 
Washington apparently has legal 
authority to issue revenue bonds for con- 
struction of a nuclear electric power plant 
at Hanford, State Conservation Director 
Earl Coe said he would ask the Atomic 
Energy Commission whether it agrees 
to such a plan. 

An assistant state attorney general, in 
an informal preliminary opinion, said 
Coe’s department has authority under 
1957 laws to build the plant with rev- 
enue bond financing, provided it is eco- 
nomically feasible and federal obstacles 
can be overcome. 

Coe proposed earlier that the state 
build a $95 million power plant, using 
by-product steam from a reactor now 
being constructed at Hanford. 





Progress 
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Trends and Topics 


Right to Conjunctional Billing under Plan 
For Gradual Elimination of Practice 


) t semanyraeeie of objectionable rate practices which have been sanc- 
tioned, or tolerated, for many years presents a real problem. Fairness 
to customers not receiving special benefits and fairness to customers who have 
made investments and arranged their operations in reliance upon the con- 
tinuance of such a practice must be considered. Decisions on gradual elimina- 
tion of conjunctional billing by Consolidated Edison Company are illustrative. 

If conjunctional billing is terminated except with respect to customers 
receiving service on a specified date, who qualifies? The answer depends upon 
record ownership of property, occupancy of buildings, rights under leases, 
equitable ownership, transfer of legal title, etc. The New York commission 
has ruled against claims to a continuance of this service in several cases. 


Background of Conjunctional Billing Controversies 


The New York commission, in a decision rendered May 26, 1959, con- 
cluded that conjuncti’ 21 billing and intercommunicating buildings riders 
contained in rate schedules for electric, gas, and steam service should be 
eliminated gradually. The commission discussed at length the history of these 
riders over a long period of years during which time Consolidated Edison 
Company of New York and its predecessor companies had followed the prac- 
tice of permitting combined billings, originally instituted for the primary 
purpose of enabling the then operating company to compete with private plant 
service to groups of buildings under common ownership or leasehold which 
were favorably located for service from a single private plant. Conjunctional 
billing and intercommunicating buildings riders, contained in rate schedules, 
were held to be unduly discriminatory and unjustly preferential. 

The commission then considered the problem of eliminating such dis- 
crimination without imposing undue burdens upon customers. It concluded 
that the riders need not be completely canceled immediately in all respects. 
There was testimony as to competitive conditions which prompted creation 
of the riders, disappearance of such conditions in recent years, company 
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promotion of business under the riders despite their contemplated elimination, 
increases in charges that would result from cancellation, rewiring expense 
that rider customers would incur in order to avoid or curtail increased 
charges, and related conditions. The commission said that a reasonable time 
should be given to rider customers to make rewiring or other changes they 
deem desirable. 

The commission recommended that the riders be modified so as to be avail 
able only to customers taking service under a rider agreement on May 31, 
1959, and only as to such buildings or parts of buildings included in their 
agreements on that day that are on the same parcel or contiguous parcels of 
land, within a city block. All such riders would be canceled as of June 1, 1964. 
A change of ownership or rights under a lease would terminate the right to 
these special privileges (28 PUR3d 243). 

The commission, upon reconsideration of its order eliminating these special 
rights, held that no customer has a constitutional or statutory right to any 
specific rate or rate treatment (29 PUR3d 542). The commission on January 
12, 1960, precluded any further extension of the conjunctional billing practice 
beyond the date of May 31, 1959, called the “freeze” date (32 PUR3d 314). 


Who Is Entitled to Benefits 


The commission on April 28, 1960, passed upon complaints by electric cus- 
tomers against denial of benefits of conjunctional billing and intercommuni- 
cating buildings riders. It held that parties who acquired a contractual interest 
in buildings receiving service under the riders before the cutoff date, but who 
did not have such property transferred to them until after the cutoff date, 
and who had leased the property to a third party, were not entitled to the 
benefits. Nor would the riders be applied where a corporation proposed, prior 
to the cutoff date, to transfer property to an individual owning all of the stock 
of the corporation. The commission held, however, that where an electric 
customer who conveyed half of his property to other parties prior to the 
cutoff date and received service under the riders on the cutoff date was en- 
titled to continue receiving the benefits (33 PUR3d 557). 

The commission dismissed a complaint by American Broadcasting-Para- 
mount Theatres, Inc., against Consolidated Edison’s refusal to furnish con- 
junctional billing, on the ground that equitable ownership of property re- 
ceiving this service on the cutoff date was not sufficient to make equitable 
owners eligible for conjunctional billing. The record owner on the cutoff date 
was a wholly owned real estate subsidiary of the complainant. A certificate 
of dissolution had been filed, but it was conceded that a deed transferring the 
property to the complainant was not executed and recorded until June 30, 1959 
(36 PUR3d 496). 

The commission, in another case, held that since this conjunctional billing 
privilege was available only to the record owner of a group of buildings, 
a change in legal title by deeds from a holder of record title to persons having 
beneficial interests under agency and trust agreements terminated the right to 
conjunctional billing. The commission in that case also held that persons who 
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had lost the right to conjunctional billing by reason of a change of ownership 
could not by another transfer of title recapture lost eligibility where the title 
transfer was “to correct the record ownership” (39 PUR3d 487). 

The commission, in another case, dismissed a complaint against denial of 
conjunctional billing on the ground that persons having a beneficial interest 
on the cutoff date, with legal ownership in another person, were not eligible 
after the property was deeded to them. Certain persons owned a one-half 
interest in the property and their enjoyment of conjunctional billing depended 
on membership in a group composed of themselves and a nominal owner of 
the other one-half interest. They were not entitled to continuance of con- 
junctional billing after the other interest was transferred to the beneficial 
owners (39 PUR3d 489). 

Other questions relating to the right to conjunctional billing are involved 
in the commission’s decision in Kaufman Holding Co. v Consolidaced Edison 
Co. of New York, Inc., which is reviewed in this issue of PuBLic UTILITIES 
FORTNIGHTLY at page 787. 


Court Rules on Effect of Corporate Consolidation 


The appellate division of the state supreme court on August 1, 1961, right 
the commission’s dismissal of a complaint by First Sterling Corporation 
against denial of conjunctional billing for electric service which had been 
supplied to a subsidiary prior to consolidation. Service, said the court, was 
available only to a customer who was taking service on the specified date and 
this date was prior to the consolidation. 

The court considered arguments as to succession to legal rights under the 
Stock Corporation Law, but held that a parent corporation succeeding upon 
consolidation to all the rights, privileges, franchises, and interests of a sub- 
sidiary was not entitled to special privileges in preferential rates not shared 
by the general public pursuant to the tariff provision, because it was “‘avail- 
able only” to a “customer who was taking service” on the designated date 
(39 PUR3d 484). 





Review of Current Cases 


Leasing Scheme Makes Customer Eligible for 
Conjunctional Billing 


a Epison COMPANY was 
directed by the New York commis- 
sion to restore service to Kaufman Hold- 
ing Company on a conjunctional billing 
basis after such service had been discon- 
tinued because of Con Edison’s conten- 
tion that this customer was not eligible 


for conjunctional billing under a tariff 
requiring that such a customer be either 
the owner or the occupant of the premises 
in question. 
Leasing Arrangements 
The complainant, Kaufman Holding 
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Company, had leased a group of office 
and loft multitenanted buildings in New 
York city. Thirteen buildings presently 
in the group are owned by various inter- 
ests of the Kaufman family—one by a 
partnership and the others by different 
corporations. The complainant leases each 
building for a term of at least five years 
from the owner or through leases as- 
signed to it and extensions of such leases. 
The complainant, in turn, subleases the 
property back to the owner for a term to 
expire just before the original lease or ex- 
tension from the owner, retaining to it- 
self certain rights and privileges in con- 
nection with the property, and new 
subleases are executed upon expiration of 
the old ones. The space in the building 
is leased by a managing agent in the 
name of the owner as landlord to a 
tenant, who occupies the premises. The 
leases, extensions, and assignments of 
leases from the owner to the complainant 
or its predecessors are recorded; the sub- 
leases are not recorded. 

It was testified that the suggestion to 
use the device of a lease from the owner 
and a sublease back to the owner to ob- 
tain conjunctional billing originally came 
from Con Edison, when the owners were 
planning to put in their own private elec- 
tric plants. 

The lease, among other things, requires 
that the tenant (complainant) purchase 
electricity from the owner; and in the 
lease between the owner and the tenant- 
occupant, the latter agrees to purchase 
electricity from the owner or the owner’s 
agent, if current be supplied by the owner. 
The lease back to the owner contains pro- 
visions regarding electric facilities, elec- 
tric service, and a managing agent. The 
lease from the owner to the complainant 
and the sublease back to the owner pro- 
vide for the same annual rental but the 
complainant is entitled to the profits from 
the sale of electricity. 
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Leasing Scheme Held to Be Valid 


The commission said that Con Edison 
was within its rights in insisting that the 
complainants supply proof that its leases 
with the owners were bona fide and that 
there were no collateral agreements ef- 
fecting a nullification of that relationship. 
A customer receiving service or a par- 
ticular rate for service contrary to the 
utility’s tariff does not acquire a vested 
right to such service or rate in the future, 
regardless of whether it was improperly 
furnished unwittingly through inadvert- 
ence or error, or willfully through col- 
lusion or design on the part of the utility. 
Conjunctional billing is applicable to 
specified service classifications, in certain 
counties, to buildings or parts of build- 
ings closely situated within prescribed 
limitations and electrically connected by 
the customer’s own distribution system 
when the buildings or parts of buildings 
are under a common ownership or lease- 
hold for not less than a five-year term, of 
public record in the name of the customer. 
The controversy centered on the efficacy 
of the leasing arrangements. 


The real issue, said the commission, 
is not whether the complainant had in 
some manner devised a “scheme” to ob- 
tain conjunctional billing under circum- 
stances where it would not otherwise 
be available but rather whether such a 
“scheme” is valid. Further, assuming the 
validity of the scheme, the next question 
was whether the complainant had, by its 
leasing manipulations, rendered itself in- 
eligible to be a customer. There was said 
to be nothing in the Con Edison tariff 
preventing a group of persons from ob- 
taining conjunctional billing in a manner 
in which the owners of the buildings in 
this case did so, by placing separately 
owned buildings under a common lease- 
hold of public record for a term of at 
least five years. 
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The commission ruled that the com- 
plainant had not divested itself of cus- 
tomer status by re-leasing the premises to 
the owners. Applying the tariff literally, 
the complainant was neither the owner 
nor the occupant of the premises. The 
words “owner” or “occupant,” according 
to the commission, should not be inter- 
preted to include only those who have 
title in fee simple or physically occupy 
the premises but should be interpreted to 
include those who hold a lease of or “‘oc- 
cupy” the premises by virtue of a definite 
interest of some sort in the premises. The 
complainant, while it did not itself 
physically occupy or use the premises, did 
possess leases to the premises and did 
maintain supervision and control over an 
integral part of the premises; namely, the 
electrical system. Therefore, in the opin- 
ion of the commission, the complainant 
should be deemed an occupant within the 
meaning of the tariff and eligible for cus- 
tomer status. 


Right to Submeter or Redistribute 
Electricity 


The ‘commission then considered the 
question whether Kaufman Holding Com- 
pany was entitled to submeter or redis- 
tribute electricity to the tenant-occupants 
of the building in question who are the 
tenants of the owners rather than of the 
complainant. The tariff provides that re- 


distribution will not be supplied to any 
customer except for the customer’s own 
use or for use of the customer’s tenants 


. in the building for premises supplied with 


e 


such service under the service agreement 
between the company and the customer. 
A customer may resell, submeter, or re- 
distribute electricity to his nonresidential 
tenants or nonresidential occupants, in 
the premises supplied by the company, 
only if and to the extent that such use 
of the service is not prohibited under the 
provisions of the service classification 
under which such service is supplied. 

The tenant-occupants of the buildings 
in question, said the commission, are ad- 
mittedly not the tenants of the com- 
plainant. Their leases ran from the own- 
ers of the premises. However, it could 
not be said that these persons bore no 
relationship whatsoever to the com- 
plainant. The complainant could have re- 
fused to permit further subleasing by the 
owner-tenants, but did not do so. Under 
these circumstances, the tenant-occupants 
occupy the buildings at least at the suffer- 
ance of the complainant and should be 
deemed to be “its occupants.” Therefore, 
redistribution of electricity to these per- 
sons by the complainant was not violative 
of the antiredistribution provisions of the 
Con Edison tariff. Kaufman Holding Co. 
v Consolidated Edison Co. of New York, 
Inc. Case 21502, October 10, 1961. 


FPC May Not Require Refund Bond for Filed 
Industrial Gas Rates 


i e- U. S. court of appeals for the 
fifth circuit ruled that United Gas 
Pipe Line Company may not be required 
to file a bond to assure the refund of in- 
creased industrial rates found to be ex- 
cessive after investigation. It held that 
since § 4(e) of the Natural Gas Act 
prevents the Federal Power Commission 


from suspending proposed rates for gas 
for industrial use only, there is no author- 
ity to require a bond for refunding under 
such circumstances. 

Mississippi Valley Gas Company, the 
appellant in this case, is a distributor of 
natural gas which it purchases under con- 
tract from United Gas Pipe Line Com- 
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pany. United tendered for filing with the 
commission a revised rate schedule pro- 
viding for increased rates for gas sold 
for resale for industrial purposes. Missis- 
sippi filed a motion to require United to 
furnish a bond to assure a refund of such 
of the industrial rates as should be found 
excessive. This motion was denied and 
Mississippi appealed. 

It was admitted that the commission 
lacked power to suspend such rates. De- 
spite this concession, however, Mississippi 
argued that there was a clear grant of 
authority to require a bond for refunds 
in such a case. The court disagreed, say- 
ing that authorization for requiring re- 
fund bonds is granted only where in- 
creased rates are made effective by the 
expiration of a suspension period. This, 
it concluded, was in harmony with the 
congressional proviso that industrial rates 
should not be suspended. 


Legislative History 


Early legislative history of the pro- 
posals for the regulation of sales of in- 
dustrial gas indicated that when the 
Natural Gas Act was reintroduced at a 
session of Congress the proviso exempt- 
ing industrial gas from all regulation had 
been deleted. However, on the floo: of 
the House an amendment was offered ex- 
empting industrial gas from the commis- 
sion’s power to suspend rates, and also 
exempting it from the discretionary 
power of the commission to require secu- 


rity from the supplier to make reparations 
in cases where new rates are set aside by 
the commission as unreasonable after the 
period of suspension has expired. 

The court observed that this com- 
promise provision apparently was accept- 
able to those who originally had opposed 
any and all regulation of industrial gas. 
Contracts for industrial gas were, at the 
time the act was discussed, usually of 
short-term duration, and the effect of the 
proviso was to prevent suspension when 
such short-term contracts were involved. 
The court concluded that Congress had a 
rational basis for saying that industrial 
gas needed less regulation than nonindus- 
trial gas. 

The commission has at all times fol- 
lowed the view that its power to require 
a refund bond exists only where the rates 
have been suspended and that such power 
does not exist where rates have not been 
suspended and are not subject to sus- 
pension. It has always believed that it 
should have such power, but such bills as 
have been introduced in Congress to con- 
fer that power upon it have never been en- 
acted. The plain meaning of the statutory 
language involved, the legislative history, 
the consistent interpretation by the com- 
mission, and the judicial precedents all 
led the court to the conclusion that the 
commission’s order should be affirmed. 
Mississippi Valley Gas Co. v Federal 
Power Commission, No. 18501, Septem- 
ber 12, 1961. 


Recording of Tax Reserves in Depreciation Reserve 
Is Permissive, Not Mandatory 


i hee rehearing, the California com- 
mission modified its order of March 
21, 1961, prescribing accounting treat- 
ment for income tax reserves resulting 
from liberalized depreciation. The com- 
mission had required that such accumu- 
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lated tax reserves be transferred to the 
depreciation reserve (38 PUR3d 292). 
A new ruling now makes the use of the 
depreciation reserve for recording tax 
reserves permissive rather than com- 
pulsory. 
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In some cases, it was pointed out, 
mandatory transfer would result in sub- 
stantial prejudice or inconvenience. For 
example, one California company no 
longer takes liberalized depreciation for 
tax purposes and, therefore, now pays 
higher taxes as a consequence of the re- 
duction of tax which it obtained while it 
was using liberalized depreciation. The 
current tax increases are met by charges 
to the tax reserve. It was argued that to 
transfer the tax reserve to the deprecia- 
tion reserve under these circumstances 
would require the utility to meet such tax 
increases out of its profit. 

Compulsory transfer to the deprecia- 
tion reserve might also cause difficulties 
for companies under the jurisdiction of 
certain federal regulatory agencies which 
require deferred tax accounting for lib- 
eralized depreciation. A similar problem 
appeared to exist for at least one company 
having substantial intrastate operations 
in California and Nevada. The Nevada 
commission has not prescribed the use of 
depreciation accounts for deferred tax 
accounting. 

The commission made it clear that it 
was not deciding that the transfer of the 
tax reserves to the depreciation reserve 
on a compulsory basis is never proper. It 
iound merely that a universal require- 
ment to that effect is not desirable at this 
time. In rate proceedings it will continue 
to deduct from the rate base the tax re- 
serves resulting from liberalized deprecia- 
tion and accelerated amortization. It will 
also reduce test-year tax expense by the 
amount of any charge to such reserves. 


Continuing Tax Differentials 


The commission’s March 21st order 
required that so long as a utility’s rates 
are based on straight-line depreciation for 
taxes, the amount by which taxes are re- 
duced by liberalized depreciation should 
be credited to a reserve. A credit to de- 


preciation reserve rather than a deferred 
tax reserve was contemplated. 

In the instant proceeding the question 
was presented whether a utility whose 
existing rates have been fixed on the basis 
of straight-line depreciation for taxes 
should be required to credit to a reserve 
the amount by which its taxes are re- 
duced through the use of liberalized de- 
preciation. It was argued on the one hand 
that the basis for credits to a reserve has 
been eliminated by the finding in the 
earlier decision that no deferred tax 
liability results from liberalized deprecia- 
tion. On the other hand, since the rates 
of the affected companies have been fixed 
on the assumption that such credits would 
be made, it was argued that unjust en- 
richment might result if the tax savings 
were to be reflected in higher profits 
rather than in a reserve. 

The commission thought it unnecessary 
to resolve these conflicting views on a 
theoretical basis. The ultimate question 
is the reasonableness of rates and the 
rate of return. As a practical matter, the 
commission was satisfied that no unjust 
enrichment will result from discontinu- 
ance of the credits to reserve. The two 
largest California utilities showed that 
their present rates and rates of return 
are not unreasonable even if credits to a 
tax reserve are no longer made. Other 
companies appeared to be in the same 
situation. The commission decided to 
discontinue this investigative proceed- 
ing. The two companies were authorized 
to discontinue deferred tax accounting 
for liberalized depreciation as of the be 
ginning of 1961, and the remaining com- 
panies will be permitted to make indi- 
vidual letter applications for confirmation 
of their present accounting treatment of 
these tax reductions. Re Tax Treatment 
of Accelerated Depreciation, Decision No. 
62585, Case No. 6148, September 20, 
1961. 
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Zoning Ordinance Must Yield to Commission 
Decision on Overhead Line Construction 


ten New Jersey supreme court up- 
held the authority of the board of 
public utility commissioners to grant an 
exemption from a municipal zoning 
ordinance so as to permit the construc- 
tion of high-capacity electric power lines 
overhead instead of underground. A 
municipality, being a creation of the state, 
has only such powers as are delegated to 
it by the state. The state has delegated in 
most sweeping terms general supervision 
and regulation of public utilities to the 
commission. The commission has statu- 
tory authority to exempt a company from 
zoning requirements when this is reason- 
ably necessary for the public convenience 
and welfare. . 

The court said that it found in the 
statutes a legislative recognition that the 
public interest and proper regulation of 
public utilities transcend municipal or 
county lines and that centralized control 
must be entrusted to an agency whose 
continually developing expertise will as- 
sure uniformly safe, proper, and ade- 
quate service by utilities throughout the 
state. Where the state has thus estab- 
lished an agency of its own with plenary 
power to regulate utilities it is universal- 
ly recognized that municipalities cannot 
properly interpose their local restrictions 
unless and only to the extent any power 
to do so is expressly reserved to them by 
statute. 


Attempt at Local Regulation 


The effort by a municipality to prevent 
overhead construction of a power line 
was pursued on two fronts. The first in- 
volved an amendment of the local zoning 
ordinance, adopted after construction of 
a transmission line had been commenced, 
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so as to require a utility to obtain a per- 
mit before erecting poles and towers for 
transmission of electric current. No per- 
mit would issue unless found by municipal 
authorities to be safe and in the public 
interest. 


The second front of the attack took 
the form of a general “police power 
ordinance” adopted after the commission 
had exempted this construction from the 
zoning ordinance. This legislation pro- 
vided in effect that all electric power lines 
in the municipality carrying more than 
33,000 volts must be installed under- 
ground. It went on to specify standards 
for such installation as well as the re- 
quirement of filing plans and specifications 
and obtaining a municipal permit. 

The police ordinance requiring under- 
ground construction was held invalid as 
outside the scope of the municipal power 
by reason of legislative commitment 
thereof to the expertness and statewide 
authority of the board of public utility 
commissioners. The zoning ordinance 
amendment was also held to be invalid. 

Considerable regulation commonly 
found in zoning legislation could as well, 
or perhaps more properly, be validly im- 
posed by separate enactments, not by 
name tied to zoning ordinances. Converse- 
ly, inclusion of such regulation within the 
confines of a zoning ordinance does not 
ipso facto clothe it with validity which it 
would not otherwise have. The court said 
that calling something “zoning” cannot 
cloak a municipality with power to act 
in a field and in a way which is otherwise 
foreclosed to it by supervening state legis- 
lation or policy. Re Public Service Elec- 
tric & Gas Co. et al. 173 A2d 233.. 
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Telephone Mileage Rate Applied to 
Industrial Subscribers 


Ur complaint by two similarly 
situated industrial subscribers, the 
Nevada commission determined the ap- 
plicability of a telephone company’s mile- 
age rates involving terminals on noncon- 
tinuous properties of a subscriber. Under 
Henderson Telephone Company’s filed 
tariffs one rate applies to mileage where 
the terminals are in different buildings 
on continuous property. But where the 
terminals are on noncontinuous proper- 
ties of a subscriber, a substantially higher 
mileage charge applies. 

The complainants had private automatic 
branch exchanges with numerous exten- 
sions, and these facilities were located 
within an industrial complex in several 
different buildings, with streets within 
the complex. The company’s rules pro- 
vide that properties will be considered 
noncontinuous if separated by public 
thoroughfares. However, there was no 
evidence that the streets here involved 
were ever dedicated as public streets. 

A difficulty arose in defining the cen- 
tral measuring point because the basic 
equipment of these subscribers was lo- 


cated in two separate buildings. Normally, 
the switchboard and the mechanical 
switching equipment are located at the 
same place, which is taken as the central 
measuring point. The commission re- 
solved the question of the central measur- 
ing point upon the issue of which party 
—the subscriber or the telephone company 
—requested this separated type of instal- 
lation, or at whose convenience it was 
made. The commission therefore found 
that the mileage charges should be based 
upon the lower rate where the extensions 
are located within an area controlled by 
the customer and not separated by public 
streets or thoroughfares. It further found 
that the mileage should be calculated 
from the location of the mechanical 
switching equipment to the primary ex- 
tension station. Finally, it found that the 
physical connection between the switch- 
board and the mechanical switching equip- 
ment is a part of the entire installation 
and that no mileage charge should apply 
to it. American Potash & Chemical Corp. 
et al. v Henderson Teleph. Co., Inc. Case 
Nos. 1294, 1296, August 16, 1961. 


Construction by Municipality, Operation by 
Utility Company 


§ tee: Arkansas commission granted 
certificates authorizing a municipality 
to construct gas distribution facilities 
and a utility company to lease and 
operate the facilities so that customers 
residing within the municipality and 
adjacent rural areas could be served. 

The municipality of Marmaduke pro- 
posed to construct a natural gas system 
within its corporate limits and adjacent 
areas, and to construct a transmission 
line to supply gas to the distribution sys- 


tem. The cost was to be financed by the 
issuance of revenue bonds, for the sale 
of which bonds a firm commitment had 
been obtained and executed. The munic- 
ipality also proposed to lease the distribu- 
tion system and the transmission line 
upon completion to the Arkansas- 
Missouri Power Company for a term of 
twenty-five years, and to grant the com- 
pany an option to purchase the improve- 
ments at any time within the life of the 
lease. In connection with the lease agree- 
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ment, the municipality had granted the 
company a franchise to operate the sys- 
tem. 

The commission, at the outset, noted 
that, with respect to the proposed con- 
struction by the municipality for service 
within the municipality, it had no juris- 


diction. It did have jurisdiction, however, 
over service by the municipality or the 
company to adjacent rural areas. The com- 
mission found that the certificates would 
be in the public interest. Re Municipality 
of Marmaduke et al. Docket No. U-1616, 
September 11, 1961. 


Dissimilar Service Conditions Negate 
Discrimination against Government 


+ ii U. S. court of claims gave judg- 
ment for Arkansas Louisiana Gas 
Company in an action by the company to 
recover for gas supplied to federal gov- 
ernment chemical and ordnance plants. 
It was agreed that Arkansas Louisiana 
was entitled to judgment on its claim, but 
the government couriterclaimed, alleging 
rate discrimination. 

The company had contracted to serve 
the government plants at a rate as low as 
that granted to any other customer under 
like conditions of service. Gas was actual- 
ly supplied to several refineries at a lower 
rate than that rate charged the govern- 
ment. 

It was contended in support of the coun- 
terclaim that the government should have 
been allowed the same rate as the re- 
fineries enjoyed. The company contended, 
on the other hand, that the conditions of 
service to the government plants were un- 
like those for service to the refineries. 
Thus, the issues were reduced to the 
single question whether like conditions 
prevailed in each situation. 


Class Conditions as a Whole 


Because of the company’s obligation 
not to discriminate, which can be prac- 
ticably accomplished only by utilizing class 
rates, said the court, the conditions of 
service of the refinery class as a whole 
may properly be compared with those of 
the defendant’s plants in order to de- 
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termine whether like conditions prevailed 
as between the two. Rejected was the 
position of the government that unless 
each refinery customer differed in each of 
the conditions of service from the condi- 
tions of service to the government plants, 
the government must get the benefit of 
the lower rate offered to the refineries. 

While the same type of gas was sup- 
plied to government and refinery alike, 
other characteristics were not the same. 
The refineries were located closer to the 
source of supply than the government 
plants. 

The volume of gas sold to the re- 
fineries was much greater than that de- 
livered to the government. The load fac- 
tor for the refineries was substantially 
higher than that for the government. 

Similarly, service to the government 
plants was unlike the service furnished 
to a steel company, though the latter's 
rate was relatively low because of com- 
petitive necessity. The steel plant gas was 
not processed (as was the government 
gas) and was supplied from reserves only 
18 miles distant. 

The court concluded that the indus- 
trial concerns which received lower rates 
than the government plants operated 
under dissimilar conditions of service. 
The government was therefore not en- 
titled to the benefit of the lower rates. 
Arkansas Louisiana Gas Co. v United 
States, 291 F2d 936. 





PROGRESS OF REGULATION 


“Temporary” and “Interlocutory” Rate Order 
Held Appealable and Invalid 


(hep Indiana appellate court ruled that 
a rate order, though designated by 
the commission as interlocutory, was in 
fact a final order and appealable. The 
commission had authorized the city of 
Crawfordsville, which operates a munici- 
pal electric utility, to increase electric 
rates, purportedly for an experimental 
period of twelve months. The commis- 
sion had attempted to reserve jurisdiction 
to issue further orders in the matter with- 
out further hearing. The order was held 
invalid. 

The rates authorized in the order were 
termed “temporary rates” until such time 
as a final order should be entered. After 
a period of twelve months, a report was 
to be made to the commission for final 
approval by that body. In its order, the 
commission had found that the proposed 
rates were “nondiscriminatory, reason- 
able, and just.” It approved them and 
ordered them put into effect. 

In so far as ratepayers are concerned, 
said the court, nothing can be more final 
or adverse to them than a rate increase 
which goes into effect immediately. The 
court pointed out that the commission’s 
designation of the order as an “‘inter- 
locutory order” was not conclusive. On 
appeal, inquiry will be made into the sub- 
stance of the order, and not its form, to 
determine its finality. If an order of the 


commission constitutes an unequivalent 
assertion of its jurisdiction over a party 
before it, so that there is an initial and 
integral step of a regulatory scheme, and 
if a party is adversely affected by the 
order, and the verbiage is such that it 
can only be construed as a final declara- 
tion of the commission, it is sufficient for 
the court’s review jurisdiction to attach. 

The fact that the order purported to 
retain jurisdiction for the purpose of is- 
suing further orders was _ insignificant, 
since the commission, by statute, may 
alter an order at any time upon notice 
and hearing. But the commission could 
not properly provide for modification 
without further hearing, as it attempted 
to do. The court said there was no stat- 
utory authority for the commission’s 
“interlocutory order” for an _ experi- 
mental period, with reservation of juris- 
diction to enter further orders without 
further hearing. 

Furthermore, Indiana law provides that 
the commission, in passing upon rates, 
shall make a supporting finding on funds 
for working capital, among other things. 
No such finding was made in this case. 
The use of the word “shall” in a statute, 
it was noted, must be construed as im- 
perative and mandatory. American Vitri- 
fied Preducts Co. et al. v Indiana Pub. 
Service Commission et al. 176 NE2d 145. 


Hackensack’s Out-of-state Reservoir Expenses Revised 


ib he New Jersey supreme court, upon 
a petition for certification, affirmed 
the appellate division’s stand with relation 
to payments made by the Hackensack 
Water Company to its subsidiary, Spring 
Valley, but modified that portion of the 
lower court judgment relating to com- 


putation of federal income taxes, remand- 
ing the case on that point. 

The controversy had arisen from a 
contract between Hackensack and Spring 
Valley for the division of the annual 
operating cost of a reservoir located in 
New York state. By the terms of the con- 
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tract, Hackensack agreed to pay 95 per 
cent until Spring Valley should draw 
water from the reservoir, whereupon the 
division of costs would vary with Spring 
Valley’s consumption. (For further back- 
ground of the litigation, see 34 PUR3d 
380 and 30 PUR3d 526.) 

The commission order had disallowed, 
as an operating expense, the full amount 
of payments made by Hackensack to 
Spring Valley during the test year in ac- 
cordance with the contract which obli- 
gated the company to pay a minimum of 
55.6 per cent and a maximum of 95 per 
cent of the total annual cost of operating 
the out-of-state reservoir, depending upon 
the percentage of water actually drawn 
from the reservoir by the company and 
the subsidiary. The order had allowed 
only 55.6 per cent of the total operating 
charges of the reservoir. 


Not Arm’s-length Bargain 


The contract was not an arm’s-length 
bargain, noted the supreme court. It was 
an agreement between a parent company 
and its wholly owned subsidiary. The 
record revealed no underlying factual de- 
tail to support the 95-5 division. The ar- 
rangement rested upon an appraisal of 
benefits incapable of measurement in a 
quantitative or other precise way. The 
contract placed upon Hackensack a fixed 
liability with respect to a reservoir which 
ultimately would benefit Spring Valley 
alone, whereas Spring Valley contributed 
beyond the nominal figure of 5 per cent 
only when and to the extent to which it 
drew water. 

Thus, the burden of the vicissitudes of 
Spring Valley’s experience remained with 
Hackensack. The evidence justified the 
commission’s finding that fixed charges 
were more properly related to the overall 
capacity of the reservoir and the ultimate 
benefits which each party would receive 
from the facility than to present use. 
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Federal Income Taxes 


The remaining question related to fed- 
eral income taxes. The commission had 
originally computed these taxes as if the 
full amount of the annual payment to 
Spring Valley, in accordance with the 
contract relating to the construction and 
operation of the out-of-state reservoir, 
had been included in operating expenses, 
notwithstanding that the commission had 
disallowed a substantial portion of such 
payments for rate-making purposes. 

The ultimate aim, pointed out the court, 
is to determine what should be the fair 
burden of the water consumers of Hack- 
ensack with respect to the federal tax 
liability. If a certain amount represented 
the sum those water consumers should 
pay with respect to the reservoir, the same 
figure should be used as the deductible 
expense in estimating Hackensack’s tax 
liability. 

The contract had never been approved 
by either New Jersey or New York au- 
thorities. The court could not say whether 
the companies would revise their agree- 
ment in harmony with the commission’s 
action. 

But if Hackensack were to pay the 
larger sum, it seemed under the facts 
of the case to concern only the companies 
themselves. To use the larger sum as the 
expense for tax purposes while permitting 
Hackensack to deduct only a portion of 
that sum from its water revenues would 
operate to visit upon the company an un- 
recouped expense in an amount equal to 
the federal tax upon the difference be- 
tween those sums. Hence, in projecting 
the tax expense, the commission was di- 
rected to estimate the federal tax of 
Hackensack on the basis of the amount 
of the reservoir expense which it ap- 
proved and not on the basis of a figure it 
had found to be unreasonable. Re Hack- 
ensack Water Co. 172 A2d 651. 
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Proposed Sale Disapproved Because of Higher Offer 


_ New Jersey board denied a peti- 
tion by The Central Railroad Com- 
pany of New Jersey for approval of a 
proposed sale of land in Newark to an 
individual for $21,000. The property had 
never been used for railroad purposes and 
it was not expected that it would ever be 
needed for such purposes. An agreement 
of sale between the two parties was made 
expressly subject to commission approval. 
Subsequently, the company advertised the 
land for sale, in accordance with the 
board’s rules. A net bid of $24,750 was 
received from another buyer. 

In approving or disapproving a sale, 
the board considers whether the proposed 
purchase price is the best price obtainable. 
Waste or dissipation of utility assets, such 
as to undermine a utility’s financial struc- 
ture, would pose a threat to efficient op- 


eration and would bear upon the utility’s 
rate base and the cost of service to the 
public. To insure that utility property is 
sold for the best price obtainable, so as to 
protect the public interest, the commis- 
sion, through its rule-making power, has 
provided for advertising of a proposed 
sale. 

Obviously, the price of $21,000 as set 
forth in the railroad’s petition here be- 
fore the commission was not the best 
price obtainable. Since the commission 
could only act on the petition before it, 
the petition was necessarily denied. The 
wurden thereupon rested upon the of- 
ferer of the higher sum to determine what 
further action he would take with respect 
to the disposition of the land. Re Central 
R. Co. of New Jersey, Docket No. 616- 
434, August 17, 1961. 


Permit Restriction Prohibiting Service in 
Southern Portion of City Removed 


Bene Oregon commissioner was pre- 
sented with a unique situation when 
Risberg’s Truck Line applied for extension 
of its motor common carrier permit by 
way of removal of a restriction prohibit- 
ing terminal-to-terminal service between 
Portland and points south of a street in 
Newport. No parallel situation could be 
found by the commissioner, wherein a 
carrier was permitted to serve a defined 
portion of an incorporated city on general 
service and excluded from another. 
There were three alternatives: The 
commissioner could retain the status quo 
by denying the application; grant the ap- 
plication and allow the carrier to serve 
all shippers in Newport equally; or take 
away the privilege of serving any part of 
Newport for Portland traffic, thus re- 
moving the carrier as a competing factor 
and placing all shippers in Newport on 


an equal basis with respect to the carrier’s 
service. 

The third cause could not be pursued, 
pointed out the commissioner, since per- 
mits, when issued, are valid until revoked 
and may only be revoked pursuant to 
statutory provisions. 

Growth of cities and their ultimate an- 
nexation of suburban areas indicated to 
the commissioner the need for a modern 
method of handling the problem of an- 
nexation as it relates to carriers. Full 
rights, perhaps analogous to those of 
other citizens, should accrue on annexa- 
tion, the commissioner thought. Any other 
course would be opposed to the normal 
stream of events in city development. 

All factors had to be considered in 
properly resolving the question. Public 
interest, said the commissioner, is not 
solely related to the prime elements of 
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shipper need or demand for service. 
While convenience and necessity are each 
generally vital prerequisites in establish- 
ing public interest, the latter is more far- 
reaching and broader in its application. 

Strong elements of public convenience 
and the rendition of an overall broader 
and improved service to the public by 
carriers serving a community are not only 
consistent with the public interest in a 
transportation sense but are in the public 
interest within the meaning of applicable 
statutes. Removal of the restriction, there- 
fore, was held to be in the public interest. 

On rehearing, competing carriers 
claimed that removal of the restriction 
had diverted traffic from their operations 
and that the extended authority should 
not have been granted because of the ap- 
plicant’s unauthorized movements prior 
to its application. 


Business Recession 


The evidence clearly showed that all 
carriers had been affected by the business 
recession in the Newport area, primarily 
in the lumber industry. The commissioner 
felt that this had no particular bearing 
on the relationship between carriers and 
shippers or on the issues presented in the 
first proceeding. Fluctuations in business 
economy are not without precedent, said 
the commissioner, and can be reasonably 
anticipated to occur. The commissioner 
reiterated his previous stand that any 
diversion of traffic which would result 
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from removal of the restriction would not 
be sufficient to materially affect the exist- 
ing pattern of traffic and impair the abil- 
ity of the competing carriers to adequate- 
ly serve the public. 


Permit Violations 


With reference to the contention of 
apparent permit violations by the ap- 
plicant, the evidence showed that the ap- 
plicant had received traffic at Portland 
consigned to individuals or businesses 
whose addresses or business locations 
were in the southern part of Newport, 
the restricted area, These shipments had 
moved on the applicant’s equipment and 
billings per scheduled operation to a loca- 
tion north of the restricted area. Upon 
notification, the consignees arranged to 
pick up such shipments at that point. It 
did not appear that in any instance the 
applicant made the delivery. 

The permit restriction, held the com- 
missioner, did not prohibit the applicant 
from participating in or handling traffic 
that would ultimately get to a consignee 
in an area not authorized by its permit so 
long as it did not handle the traffic in the 
area; i.e., perform a pickup or delivery 
function or physically drop freight for 
shipper convenience or otherwise at a 
given location therein. The applicant, 
therefore, had not been in violation of its 
permit. Re Risberg’s Truck Line, FMC 
1711 (Sub 5), Order Nos. 37647, 37863, 
February 8, August 31, 1961. 





Other Recent Rulings 


Merger Advantages. The Nevada com- 
mission granted permission to two tele- 
phone companies to merge upon a show- 
ing that certain economies would stem 
from combined operation, such as savings 
relating to stock transfer agent expenses, 
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reports to stockholders, corporate tax re- 
turns, servicing debt accounts and divi- 
dend accounts, and elimination of dupli- 
cate personnel to handle centralized 
mechanical accounting, costs of security 
issues, and central warehousing and in- 
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ventories. Re Southern Nevada Teleph. 
Co. et al. Case No. 1299, September 11, 
1961. 


Operation as a Whole. The North 
Carolina commission denied a motion 
requesting it to direct a gas company to 
break down its rate base and expenses 
to show the proportion devoted to trans- 
mission and to distribution, commenting 
that, in determining just and reasonable 
rates, the commission had to consider the 
operation of the company as a whole. 
Re North Carolina Nat. Gas Corp. 
Docket No. G-21, Sub 20, September 7, 
1961. 


Passenger Train Discontinuance. The 
North Dakota commission granted a 
railroad permission to discontinue certain 
passenger trains upon a showing that 
public convenience and necessity did not 
require continuation and that discontinu- 
ance would enable the railroad to effect 
savings or reductions in expense through 
the programing of freight train serv- 
ice in accordance with the demands of 
business rather than in connection with 
daily passenger service. Re Great North- 
ern R. Co. Case No. 6110, September 
14, 1961. 


Collective Discrimination, The U. S. 
district court pointed out that discrimina- 
tion could be practiced by a combination 
of connecting carriers as well as by an 
individual railroad. Omaha Grain Ex- 
change et al. v United States et al. 194 F 
Supp 929. 


Likelihood of Repetition. The U. S. 
district court pointed out that the con- 
trolling element in the discretionary exer- 
cise of the court’s power to enjoin is 
whether or not there appears a likelihood 
of repetition of the forbidden conduct. 
Interstate Commerce Commission v Trav- 


PROGRESS OF REGULATION 





elers Motor Freight, Inc. 195 F Supp 
267. 


Rehearing on Certificate Revocation. 
The Idaho supreme court held that a 
motor carrier was entitled to a rehearing 
on the revocation of its original permit 
by the commission without notice and 
hearing unless subsequent conduct or 
delay could be deemed to bar the asser- 
tion of its rights. Grover et al. v Idaho 
Pub. Utilities Commission, 364 P2d 167. 


Nonuser and Abandonment. The Utah 
commission revoked a motor carrier’s 
certificate on the ground of nonuser and 
abandonment where the carrier had leased 
its equipment to another company and 
had attempted to “farm out” its authority 
to that company without retaining control 
or direction of the operation. Ashworth 
Transfer, Inc. et al. v Hadley Transfer 
& Storage Co. Investigation Docket No. 
77, June 23, 1961. 


Passenger Fare Increases. The Utah 
commission granted the joint application 
of certain railroads for a 5 per cent in- 
crease in basic one-way and station-to- 
station round-trip coach passenger fares 
where, although the fares would still not 
be compensatory and the increase to each 
applicant would be small, the additional 
revenues would assist in the recovery of 
some of the increased expenses of opera- 
tion. Re Union P. R. Co. et al. Case No. 
5021, July 14, 1961. 


Water Company Return. The Pennsyl- 
vania commission considered a return of 
5.84 per cent on a water company’s fair 
value rate base reasonable. Pennsylvania 
Pub. Utility Commission v Bangor Water 
Co. Complaint Docket No. 17534, August 
7, 1961. 


Express Company Tariff Changes. The 
NOVEMBER 9, 1961 
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Utah commission granted an express 
company’s request to change certain 
tariff schedules upon a showing that the 
changes were principally for reclassifica- 
tion and a more equitable adjustment of 
light and bulky commodities so that 
intrastate rates would conform to inter- 
state rates. Re Railway Express Agency, 
Inc. Case No. 4816-Sub 4, 5, July 14, 
August 31, 1961. 


Water Rate of Return. A rate of re- 
turn of 5.5 per cent on a net book value 
rate base was considered by the Wiscon- 
sin commission to be reasonable for a 
water company. Re Town of Wrights- 
town Sanitary Dist. No. 1, CA-3990, 
August 24, 1961; Re Village of Milton 
Junction, 2-U-5601, September 5, 1961. 


Salvage Value. The Pennsylvania com- 
mission decided that a transit company’s 
practice of depreciating used buses on a 
ten-year life, less the age of the bus at the 
time of purchase, with no consideration 
of salvage value was erroneous, since 
failure to deduct the salvage value before 
applying the depreciation rate to the re- 
mainder results in excessive annual de- 
preciation expense and the remaining 
book value being equally understated. 
Pennsylvania Pub. Utility Commission v 
Brentwood Motor Coach Co. Complaint 
Docket No. 17630, August 28, 1961. 


Profits Only One Factor. The Missouri 
commission pointed out that whether or 
not an agency station is making a profit 
is merely one of the elements to be con- 
sidered in arriving at the ultimate deter- 
mination of whether or not public con- 
venience and necessity require that an 
agent be maintained at the station. Re St. 
Louis-S. F. R. Co. Case No. 14,632, 
September 19, 1961. 


Dial Conversion Brings Rate Increase. 
Upon converting to dial service, a small 
telephone company was authorized by the 
Wisconsin commission to charge increased 
rates, as requested, sufficient to produce 
a rate of return of 5.15 per cent on a 
net book value rate base. Re General 
Teleph. Co. of Wisconsin, 2-U-5591, 
September 8, 1961. 


Underground Installation. The Hawaii 
commission approved a proposal by Kauai 
Electric Company, Ltd., for a change in 
its rules whereby underground service 
will be installed to a customer’s premises 
at a charge equal to the cost thereof in 
excess of the cost of overhead service. 
Re Kauai Electric Co., Ltd. Docket No. 
1465, Decision and Order No. 1070, 
September 20, 1961. 


Telephone Rate of Return. Having 
fully converted to dial operation with 
considerable capital expenditures, a small 
telephone company was authorized by the 
Nebraska commission to increase its 
rates to a point which will afford a rate 
of return of 6.37 per cent on a net book 
value rate base. Re Farmers Teleph. Co. 
of Dodge County, Application No. 23031, 
September 20, 1961. 


Agency Stations Discontinued. The 
Utah commission granted the Denver 
and Rio Grande Western Railroad Com- 
pany permission to close two agency 
stations upon a showing that the stations 
were operating at a loss, that there was 
no reasonable expectation that the volume 
of traffic would increase in the immediate 
future, and that the public would suffer 
no detriment or disadvantage by the 
closings. Re Denver & R. G. W. R. Co. 
Case Nos. 4653-Sub 1, 5027, September 
20, 22, 1961. 
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@eor 70 years Sargent & Lundy has been devoted to the engineer- 


@pg of steam electric generating stations and power systems. 


hue) background of 20,000,000 kilowattsin projects authorized 
d engineered, Sargent & Lundy serves its clients in the areas 

f system planning, site selection, studies and evaluations, 
d conventional and nuclear plant design. 


SARGENT & LUNDY 
ENGINEERS ee 





140 S. DEARBORN STREET, CHICAGO 3, ILLINOIS 


1961 





Cert if Icat € of” 
Ste of, 
p> Electric, Gas, Telephone and Water Utility Managers S Som |i 


Warner, ne 


p> Business, Financial and Engineering Consultants Pr sang 
cman, 
; F . : THE p FM Bas tay ; 
> Manufacturers’ Sales and Service Representatives New ing A Guy hays 
Petes ~~ DE 


® tii, 2 PNG a, 
Sean toon, 
Tigdey 


> Government and Military Utility Specialists 


Proudly display this symbol of recognition, 
having satisfactorily completed 


The P.U.R. Guide 





A JOURNEY OF UNDERSTANDING THE PUBLIC UTILITY BU TG 


® This unique approach to the educational needs of individuals concerned with the public 
utility industry—called THE P.U.R. GUIDE — has received universal acceptance. Some- 
what descriptively, this “guide to a journey of understanding” takes you through the non- 
technical phases of utility operation. It was organized and prepared by an experienced staff 
of specialists. 

®& THE P.U.R. GUIDE is a systematically and consecutively arranged series of lessons in 
pamphlet form. It can provide you with a comprehensive understanding of the economics 
and other important aspects of public utility organization, management, finance, operation 
and regulation. 

& The utility business is becoming progressively more complex, administrative and tec 
nical operations having become highly specialized. This course of study adds guidance 
experience, thus assisting you to cope with problems which may confront you now anc i 


the future. 


ENROLL TODAY, OR WRITE FOR FREE DESCRIPTIVE BOOKLET 


Two annual home study programs, with weekly mailing of less 


THE P.U.R. GUIDE é 


® Glossary of terms especially applicable to public utility opera: 
‘Be. y 


—— 














& Mid-program and final program questionnaires graded by publi: 








oD A > Pertinent reprints of articles from Public Utilities Fortnig’ 
C VG, 
<7, : & Personally embossed binders to hold all course materials. 


& Detailed index of subject coverage, widely cross-referenced. 


& Planning portfolio provided for conference program coordina 

















PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building & Washington 4, D. 
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Industrial Progress 








lic Service Electric and Gas 
srded First Place for Annual 
Report 


LIC Service Electric and Gas 
pany has been awarded first place 
the best. stockholder annual re- 
in 1901 among the country’s 
st electric utilities in the Twenty- 
Annual Report Survey spon- 
| by “Iinancial World,” national 
‘ly magazine, 

mbolic of the achievement, a 
ze Oscar-of-Industry trophy will 
presented to Donald C. Luce, 
ident of the company, on October 
at an awards banquet in the 
er Hilton Hotel, New York. It 
¢ first time Public Service has 
ed first place for its annual re- 
in this competition. 

ore than 5,000 annual reports 
reviewed in 96 categories during 
%61 competition. In the Public 
ities Classification of electric com- 
es with operating revenues over 
}million, Consumers Power Com- 
‘of Michigan was runner-up for 
op award, while New York State 
tric ant Gas Company placed 


pproxtinately 1,000 business and 
ial leaders from the United 
es and Canada are expected to 
id the : vards banquet. Presenta- 
ot the trophy will be made by 
ard J. \nderson, editor and pub- 
Ht of * “inancial World.” Chair- 
of th award jury which made 
selectic sis Dr. Joseph H. Tag- 
| Dean f the Graduate School of 

ministration, New York 


‘RT 5. PAGE has joined the 
er Pipi.g Division of The M. W. 
ogg Company as an engineering 
‘ Tepre-entative assigned to Kel- 
’ New York sales office. 


t. Page was previously with C. F. 


iz ie 


sraun & Company, Alhambra, Cali- 
fornia and Alco Products Inc., Sche- 
nectady, New York, as New York 
sales representative. 


Westinghouse Ships Large 
Transformer to Colorado 
Utility 
A 180,000-KVA power transformer 
has been shipped by the Westing- 
house transformer division to the 
Public Service Company of Colorado 
for the utility’s Cherokee generating 

station near Denver. 
The transformer will be the largest 





such unit on the system. It will boost 
the generated voltage from 14,000 to 
114,000 volts for transmission 
throughout the Rocky Mountain area. 

The transformer, complete with 
accessories, is 21 feet high, 24 feet 
long, 14 feet wide and weighs 324,000 
pounds. 

Shipment of the large unit to Colo- 
rado was made by rail using a special 
depressed-bed flat car. The trans- 
former was transported as a complete 
unit, with only the external acces- 
sories removed for shipment. 


(Continued on page 22) 





This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any cf these securities. The offering is made only by the Prospectus. 


NEW ISSUE 


October 26, 1961 


700,000 Shares 
Niagara Mohawk Power Corporation 


Common Stock 
(without par value) 


Price $45.625 per Share 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the undersigned or other 
dealers or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Smith Kidder, Peabody &Co. White, Weld & Co. 


Incorporated 


A. C. Allyn and Company 
Incorporated 
Hallgarten & Co. 
Wertheim & Co. 
Johnston, Lemon & Co. 


Schwabacher & Co. 
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A. G. Becker & Co. 
Incorporated 
Carl M. Loeb, Rhoades & Co. 
Shearson, Hammill & Co. 


The Ohio Company 


Incorporated 


Francis I. duPont & Co. 

Shields & Company 

J. M. Dain & Co., Inc. 

Piper, Jaffray & Hopwood 
Walston & Co., Inc. 





INCREASING 
LOADS + 
EXPENSIVE 
RIGHTS-OF-WAY = 
EHV 
TRANSMISSION ? 


Commonwealth engineers can help your staff review 
this question and develop the most economical pro- 
gram for your transmission requirements, no matter 
what voltage is indicated. Our extensive experience 
with 345 kv and other high voltages assures clients 
dependable assistance and substantial savings on 
equipment and structures. Your inquiry is invited. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 


New York,N. Y. Jackson, Michigan 


 ) y 
S Houston, Texas Washington,D. C. By! 





INDUSTRIAL PROGRESS—( Continued) 


Utilities Step-up Orders For 
Quiet Transformers 


ELECTRIC utilities have 21 General Electric do 
wall power transformers on order, indicating a gro 
utility trend to use manufacturers’ product ‘ :noyat 
to reduce substation sound levels, according to an 
nouncement by G-E. 

In the past utilities have usually built their wn y 
barriers and even “houses” around power tr nsfor 
to reduce the inherent “hum” emitted by the y 
However, G-E sound engineers say utilitic . are 
looking more and more to manufacturers’ d ‘lopmé 
such as the double-wall transformer, to dr:.-tically 
sound in highly-populated areas. ] 

A double-wall transformer is a basic G-}: unit 


ered with a second wall or exterior tank w: ich acts CaP’ 


an aphonic enclosure. On some transformer: -, spacdfif 
tween the two walls is partly filled with gl. ss fibe 
Utilities have received 37 double-wall power tr 
formers within the past 33 years. Four o/ them, 
recently shipped, present a typical example «| 
reductions possible with the double-wall me‘ hod, WW 
out the extra wall the four averaged 73 «)), but 
the enclosure each was lowered 24 db to about 49 d 


Georgia Power Plans to Spend 
$200 Million For Transmission Lines 


THE Georgia Power Company plans to spend 
million between now and 1970 for new transmis 
facilities, according to an announcement by John J. 
Donough, president. ; ‘ 
Mr. McDonough said that Georgia Power's exis 
7,827 miles of transmission lines will be increase( 
11,800 by 1970, an addition of 3,973 miles. As fot 
interconnected transmission system, he pointed out 
the company first entered that field 50 years ago. 
Today the company and all firms in the Sout 
system are part of a voluntary organization, the h 
connected Systems Group. Through this organizaf 
in operation for 33 years, companies and systems ( 
can supply or receive power not only from adjoi 
systems, but also from those many miles away. 


Westinghouse Plans Corporate High-Spee 
Information Center 


WESTINGHOUSE Electric Corporation plans to 
tablish a Tele-Computer Center near Pittsburgh, Ps 
a communications and computer facility that will 
high-speed information center “unmatched in indust 
according to a recent announcement. 

“The most advanced installation of i‘. kind, 
Westinghouse Tele-Computer Center wil! constitu 
pioneering step in the application of moder: technol 
in the areas of electronic computing, con:nunicat 
and data transmission,” Robert C. Cheek 
the center, said in explaining the facility. 

“With a large-scale, high-speed electron ¢ comp 
at the hub of our teletype communications system, 
Tele-Computer Center will bring to eve 
house operation, no matter how small or | 
dispersed, the benefits of modern informa' « 
ing methods and equipment,” he said. Ths 
cations system now serves 265 company loc: 
cities throughout the United States and C« 
one of the largest privately operated telety 
in the world. 
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INDUSTRIAL PROGRESS—( Continued) 


iny Tir: Utility Capacitors 
bescribed In New Catalog 
E compact 50- and 100-KVAR 


yTim capacitors, manufactured 
Feder:: Pacific Electric Co., 
ton, \. J., are fully described in 
Wy 12-1 .ge catalog. 
ordi: to the manufacturer, 
sizes ire 25 per cent to 30 per 
smali-r and lighter than any 
jus 1 ility capacitors and are 
antialy smaller than any new 
mnow available. The 50-KVAR 
‘weigh. only 62 Ibs and the 100- 
AR wit only 115 Ibs. In many 
is, capacity over other installations 
be doubled with only a slight 
ease in weight. 
| racks, both pole and stack type, 
of rugged, light-weight aluminum 
bolted parts and a minimum of 


welding. They are factory assembled 
for immediate installation. 

The new booklet describes design 
features, details and dimensions of 
the “Tiny Tim” line and various 
styles of racks available for use with 
the unique new capacitors. 


Plans To Combine United 
Nuclear /Sabre-Pinon 
Announced 


THE Boards of Directors of Sabre- 
Pinon Corporation and United Nu- 
clear Corporation have agreed upon 
a plan to combine the assets and 
business of the two companies. This 
transaction is subject to approval by 
the shareholders of both companies. 

The combination of Sabre-Pinon 
and United Nuclear will bring to- 


gether in one company a nuclear-fuel 





ome: 





capability from the mine to actual 
production of atomic power. 

United Nuclear is a_ substantial 
producer of nuclear fuels materials 
and nuclear reactor cores. Operating 
plants and laboratories in Connecticut, 
Missouri and New York, United Nu- 
clear has manufactured and shipped 
approximately 30 per cent of the total 
volume of naval reactor cores pro- 
duced by commercial manfacturers. It 
has also furnished products and serv- 
ices for many atomic power plants 
in the United States as well as for 
installations abroad. United Nuclear 
was formed in May 1961 by combin- 
ing the nuclear operations of Olin 
Mathieson Chemical Corporation, 
Mallinckrodt Chemical Works and 
Nuclear Development Corporation of 
America. 

(Continued on page 26) 





Niagara Mohawk Power Corporation 
General Mortgage Bonds, 444% Series due November 1, 1991 


Dated November 1, 1961 Due November 1, 1991 


Price 101% and accrued interest 


$40,000,000 


SHE & CO. 
.'s. BECKER & CO. 
XTER & COMPANY 
“EDEN & CO. 

! CORPORATED 
“HINCLOSS, PARKER & REDPATH 
SHELBY CULLOM DAVIS & CO. 
FIRST OF MICHIGAN CORPORATION 


A. i. KIDDER & CO., INC. 


October 25, 1961. 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. The offering is made 
only by the Prospectus which may be obtained in any State in which this announcement is circulated from 
only such of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 


DICK & MERLE-SMITH HAYDEN,STONE & CO.  L. F. ROTHSCHILD & CO. 


PAINE, WEBBER, JACKSON & CURTIS 


INCORPORATED 


R. S. DICKSON & COMPANY GOODBODY & CO. 


INCORPORATE 
NEW YORK HANSEATIC CORPORATION J.C. BRADFORD & CO. 
BURNS BROS. & DENTON, INC. 
DEMPSEY-TEGELER & CO., INC. 

JOHNSTON, LEMON & CO. 
WM. E. POLLOCK & CO., INC. SCHWABACHER & CO. 


VAN ALSTYNE, NOEL & CO. 
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Why Moloney? 
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to install and maintain distribution transform 
ers, then it’s importan 
you consider Moloney 
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Because Moloney’s phi 
losophy of “Total De 
sign” puts balancec 
performance into @ 
transformer to provide 
better value over the 
long pull! 


You have to know that transformers wil 
give dependable service day after day, yea 


"™ in, year out. This means satisfied customers 
| ... fewer maintenance headaches. There 


fore, Moloney’s “Total Design’ Distribu 
tion Transformer is important to you. Fo 
example, features such as the Duracoat in- 
sulated covers ... full short circuit strengt 
... high-strength long-creep bushings . . 
exemplify design characteristics incorporat- 
ed in Moloney Distribution Transformer 
with one goal: the greatest possible protec- 
tion against all the hazards of transforme 
operation compatible with high perform- 
ance and minimum operating cost. 

If it’s your responsibility to specify distri- 
bution transformers, then it’s important you 
consider Moloney’s “Total Design” Distri- 
bution Transformers. 


ME61-23 


MOLONEY ELECTRIC COMPANY 
Manufacturers of Transformers and Switchgear for Utilities, 
Industry, and Electronic Applications 


INDUSTRIAL PROGRESS—( Continued) 


Temperature Compensation 
Available in AL-800 
Aluminumcase Meter 


TEMPERATURE compensation has 
been made available in American 
Meter’s new AL-800 Aluminumcase 
meter. The new temperature com- 
pensating tangent, utilizing the same 
design principle incorporated in 
American AL-250 domestic Alumi- 
numease meters, provides accurate 
gas measurement corrected to base 
temperature conditions. 

The AL-800 meter weighs only 46 
pounds and is the lightest and most 
compact meter for its capacity rat- 
ing. It has a capacity rating of 800 
cfh at 4-inch w.c. differential and 
a maximum working pressure of 20 
psi. 

The manufacturer reports that the 
AL-800 is ideally suited for medium 
sized commercial or industrial loads, 
and incorporates refinements in de- 
sign and materials to give excellent 
in-service performnace at lowest 
maintenance costs. 

Request bulletin 314 for complete 
details of the AL-800 Aluminumcase 
meter from Advertising Department, 


American Meter Company, 920 
Payne Avenue, Erie, Pennsylvania. 


Huge Wall Map Outlines Power 
Company Distribution System 


A HUGE 306-square-foot map out- 
lining its whole distribution system 
hangs on a wall of the Florida Power 
Corporation in St. Petersburg. The 
84 x 36-foot map shows the location 
of all the city’s 400 miles of overhead 
distribution feeders and 50 miles of 
underground distribution cables. 

Operators sitting in front of this 
curved map at the Distribution Dis- 
patching Office can immediately locate 
areas in question when telephone re- 
ports of trouble are received. Instead 
of searching through a series of small 
drawings stored in a binder, the 
operators just glance at the wall map 
and dispatch the repair men. Because 
of this new system, the city of St. 
Petersburg and its industries receive 
really prompt service. 

Drawn with pressure sensitive 
tape, the wall map is laid out to scale. 
The various overhead feeders and 
underground cables are in color-coded 
tapes, all made by Chart-Pak, Inc., 


Leeds, Massachusetts. 
A special pattern of 
tapes represents the indi 
lines in the undergroun: 
a minimum of effort the 


color- 


idual { 
cables, 


perate 


trace the route of any cz’) 


cable ties, vaults and « 
Since many cables foll 
route, the large selecti 
available in Chart-Pak 
fast and positive identifi 

A system of colored : 
cate the position, open « 
the status of all switch 
ment. By sectionalizing 
of the line can be isola 
occurs in that area. 

In addition to the « 
Chart-Pak furnished sy: 
resent oil circuit breake 
air break gang-operated 
other equipment—all in 
scale. 

All pressure sensitive 


plied to the curved steel | 
and 
Whenever changes must 


was first painted 


such as rerouting of a «: 
of a new cable or removing old¢ 


—Chart-Pak tapes are ea 


and repositioned. 





sily ren 











$50,000,000 


Public Service Electric and Gas Company 
434% Debenture Bonds due 1981 


Due October 1, 1981 





Dated October 1, 1961 


Price 102.343% and accrued interest 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. The offering is made 
only by the Prospectus which may be obtained in any State in which this announcement is circulated from 
only such of the undersigned and other dealers as may laufully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
EQUITABLE SECURITIES CORPORATIO! 
LADENBURG, THALMANN & CO 
L. F. ROTHSCHILD & CO 
A. C. ALLYN AND COMPAN’ 


INCORPORATED 


COFFIN & BURR STROUD & COMPAN’ 
INCORPORATED 
COURTS & CO. GREGORY & SON‘ 


WM. E. POLLOCK & CO., INC 


FRANCIS |. duPONT & CO. 

HAYDEN, STONE & CO. 

HEMPHILL, NOYES & CO. 

SHEARSON, HAMMILL & CO. 

R. S. DICKSON & COMPANY 

INCORPORATED 

BAKER, WEEKS & CO. ALEX. BROWN & SONS 

IRA HAUPT & CO. HIRSCH & CO. McDONNELL & CO. 
INCORPORATED 

October 18, 1961. 


HORNBLOWER & WEEKS 


aii 
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PROFESSIONAL DIRECTORY 





® This Directory is reserved for engineers, accountants, rate ex- 


perts, consultants, and others equipped to serve utilities in all 
matters relating to rate questions, appraisals, valuations, special 


reports, investigations, financing, design, and construction. 




















AMERICAN 


SUPPORTABLE EVIDENCE APPRAISAL 





For whatever purpose, American Appraisal provides COMPANY 
authoritative valuations and experienced interpretation SINCE 1896 
that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 







MILWAUKEE 1, WISCONSIN 
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Engineers and Builders for Inaustry 
ENGINEERING - CONSTRUCTION - MANAGEMENT 
Studies «+ Reports + Design » Frocurement 
SAN FRANCISCO ;: Los Angeles +: New York + Houston 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 











Rate Cases 


BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 
A Division of H. Zinder & Associates, Inc. 


80 Pine Street " 724 Ninth Street, N.W. 
New York 5, N. Y. Washington 1, D. C. 
Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design @ Research and Development @ Construction @ 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 
Facilities @ Surveys @ Nuclear, Chemical and Industrial Plants @ 
Transmission @ Distribution © Reports 
160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C. e Hempstead, L. I. ce) Santa Monica, Calif. 
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SERVICES INC, Management and Business Consultants 
300 Park Ave., New York 22, N. Y.. MUrray Hill 8-1800 


Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St, N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STace 4-6111 








DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 
geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design ye construction. 


ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 








DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
ENGINEERING CO. plants tor 


+ municipalities 
P.O. Box 1738. = 
: + design 
Atlanta 1. Georgia + construction 





F2 Ford, Bacon & Davis 


BaD 
ah VALUATION Fn incors CONSTRUCTION 
REPORTS Gg : RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 








FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 








Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New Yorer WESTBURY CLEVELAND 
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GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 














GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


$5 Liberty Street New York 5, N. ¥. 








HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 


Jee Vruljian lopovralion 
et NEERS Cc Oo Ns t+ R UC.T ORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 











(Professional Directory Continued on Next Page) 








» 19SI—PUBLIC UTILITIES FORTNIGHTLY 

















PROFESSIONAL DIRECTORY 


(continued) 





SURVEYS + SYSTEM ANALYSIS + VALUATIONS © 


CHAS. T. MAIN, Inc. DESIGN AND CONSTRUCTION MANAGEMENT 
BOSTON, MASSACHUSETTS THERMAL AND HYDRO-ELECTRIC PLANTS + 
CHARLOTTE, NO. CAROLINA / poweER TRANSMISSION AND DISTRIBUTION. 








SPECIALISTS IN 
ACCOUNTING, FINANCING, 
RATES AND DEPRECIATION 


CHICAGO 4 


PUBLIC UTILITY 
CONSULTING & 
DESIGN ENGINEERS 


231 SOUTH LA SALLE ST. 
















i Special Operating Studies : 
~ Planning and Design : RA. f A \ ( | \ COMPANY ’ ING. 
Fs Reports for Financin . 
eports for Financing “: 


1025 Connecticut Ave., N.W., Washington 6, D.C. 
67 Broadway, New York 6, N_Y. : 










po Economic Studies 
- Regulatory Representation 








SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORE 






NEW YORK 














eet 
SARGENT & LUNDY 





ENGINEERS 
Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 


140 South Dearborn Street, Chicago 3, Ill. 
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VUTUUDTDUEEDLA EEUU TUE 





TUVADVOOTNDTOOCTEASECDAEDEESTE EEE ETAT ETE 














~, _ STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 

Regional Economic Studies © Property Records 

345 Hudson St. Warkins 4-6400 New York 14, N. Y. 





















STONE & WEBSTER NEW YORK . 

ENGINEERING CORPORATION Eston 

DESIGN + CONSTRUCTION + APPRAISALS - EXAMINATIONS — 
REPORTS * CONSULTING ENGINEERING \ 


(Ol al rer-) -40) Houston S¥- Tal @- Tale fiero) Los Angeles Seattle Ee) celance) Calgary 
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UNITED ENGINEERS 


& Constructors Inc. e« U.E.&C. (Canada) Ltd. 
New York e Philadelphia e Chicago 


Designers, construction engineers, and engineering consultants 








Whitman, Requardt and Associates 


Publishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION 


OF PUBLIC UTILITY CONSTRUCTION COSTS, 


now in its 35th year and a companion publication the 


REPORTS—VALUATIONS 
1904 ST. PAUL STREET 


HANDY-WHITMAN INDEX OF WATER UTILITY 


CONSTRUCTION COSTS 
BALTIMORE 2, MARYLAND 








BURNS & McDONNELL 
Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 


Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS ~APPRAISALS— REPORTS 


TECHNICAL PUBLICATI 
BOSTON — WASHINGTON — ON NEW YORK 








Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports end 
Original Cost Studies 


910 Electrie Building Indianapolis, Ind. 


MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 











COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 


Appeals and Valuations For Regulatory, 
‘ax, and Other Purposes 
Rate Case Sahenumien-tels of Service Studies 
Original Cost and Depreciation Studies 
Rate Design 


88 Devonshire St., Boston 9, Massachusetts 


A. S. SCHULMAN ELECTRIC Co. 
Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE, CHICAGO, Id, 
Angeles Tampa 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


foe e, Bem Gi om. @ >) 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, ill. 





SVERDRUP & PARCEL 
Gngineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco ° Washingtoa 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


investigatlone—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Apnalyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 














A. W. WILLIAMS INSPECTION CO,, INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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serves a very special 
part of America 





oo than One-fifth of 
le S country’s indus- 
41 users of Natura] 
£as are located in the 
Seven States whe 
Olumbia Serves. a 


ough: ut its service territory—in Ohio, THE COLUME ' 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 


nsyly::nia, West Virginia, Kentucky, 
COLUMBIA HYDROCARBON CORPORATION 


120 EAST 41st STREET, NEW YORK 17, ».¥. 


ginia, Maryland and southern New 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
tk—n-tural gas continues to be the AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
~ OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 


ferred f uel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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Potomac Electric Power Company will 
construct a steam-electric generating plant 
substantially more efficient than their 
Dickerson Plant—the 

country’s most efficient in 1959 


The new 670,000-kw Chalk Point Generating [lant in 


Lower Prince Georges County, Maryland, will be Potoma 


Electric Power Company’s latest entry in the continuous 

s struggle for more and more efficient power generation. In 
Capital Costs the 1959 Federal Power Commission Report 5-143, 
| PEPCo’s Dickerson Station was ranked the most efficient 


electric utility plant in the nation—and Chalk Point will 


ie her be considerably more efficient. 
g Chalk Point will represent a 41% increase in PEPCo’s 


. —" generating capacity—boosting it to 2,313,000 k lowatts 
Generatin Ffficienc by 1965. By careful selection of power plant eq:ipment 
g y incorporating new engineering innovations, Pl?Co is 
taking this bold, forward step to help keep pow: costs 

low for its estimated market of 114 million peop':. 

Significant in achieving Chalk Point’s efficien y goal 
are the two General Electric 335,000-kw, cross-cor pound, 
four-flow, supercritical-pressure, steam turbine-ge: -rators, 
designed in anticipation of our nation’s ever-in: veasing 
need for low-cost electric power. 

Potomac Electric has pioneered with General __lectric 
in the development of these two units, the firs! of this 
advanced design pre-engineered for the ’60’s. 

“This new, supercritical-pressure, steam-electri powel 
plant will help us realize not only lower per- lowalt 
capital costs, but also much higher generating eff -ency, 
states L. W. Cadwallader, Potomac Electric official 


Progress /s Our Most /mportant Prod. ' 


GENERAL @@ ELECTRIC 


